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INTRODUCTION 
The subject of this thesis, •Maintenance of a 
System of Free Enterprise--the Need of the Postwar Period,n 
should be of interest to all those thinking seriously of our 
postwar problems, and especially to those in the field of 
business. 
In this peace-loving America we have taken our eco-
nomic system of free enterprise for granted, and have not 
until recently considered that Socialism or Communism might 
enter insidiously and destroy our American way of life. We 
must keep the means of production in the hands of the people, 
under the system of free private enterprise. 
OUr economic system is shaping itself to meet the 
new world-wide demand for increased recognition of the com-
mon good, where the good of all outweighs any selfish inter-
est. 
OUr Government agencies have said that they expect 
private enterprise to provide the bulk of the jobs necessary 
to solve the number one problem of the postwar period---full 
employment. 
I have tried to show that free enterprise can pro-
tect the freedoms for which business is now sa~rificing; 
that the capitalistic system properly regulated can give the 
maximum benefit to the new private enterprise; that private 
5 
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enterprise is capable of coordinating the factors of produc-
tion so as to give full employment. 
Free enterprise is the Fifth Freedom; our American 
Heritage--the social and economic necessity of the postwar 
period. 
There is hardly a business magazine today but car-
ries one or more articles on free enterprise in the postwar 
period; luncheon and radio addresses ring with the subject; 
committees of businessmen meet regularly to .discuss postwar 
production and maximum employment; labor unions are working 
for greater social security; and the halls of Congress re-
sound with spirited debates on the postwar economic system. 
Professors and students are doing extensive research work in 
the field. No thesis on Free Enterprise in the Postwar 
riod has been written at Boston University since 1941, 
date ~f our entrance into World War II. 
6 
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I. FREE ENTERPRISE PLACED IN JEOPARDY 
BECAUSE OF WARTIME OBJECTIVES 
"Remember that you are rree, fighting for 
the blessings of liberty •••• "--
George Washingtonl 
Our country is engaged in a "struggle which was 
thrust upon us by the perfidy of a pro-fessed friend. tt2 It 
is in self-defense of this beloved United States that we have 
accepted the challenge to stand up and fight, a challenge 
which ex.tends to every man, woman, and child of the Nation. 
With the Japanese attack upon the United States, 
our nation was confronted with the most dangerous threat to 
its political and economic independence that it has ever 
known. Because of. its geographical position and natural re-
sources, we had brlieved our country to be impregnable.3 We 
are fighting to check the attack on the freedom and liber-
ties we enjoy in the American way of life, the attack on po-
litical, religious, educational, and economic institutions 
which our enemies have so ruthlessly repudiated. 
Arming of our country for this counterattack de-
manded a concentration of effort much more stringent than 
1. "War Program of American Industry," NationalAssociation 
of Manufacturers, New York, December 1942, p. 1. 
2. Roosevelt, Franklin D., Letter "To the President of the 
United States in 1956, 11 Think, Vol. VIII, No. 1, 
January 1942, p. 24. _ 
3. Stimson, Henry L., "The Nature of Crisis ••• ,"Think 
Vol. VIII, No. 1, January 1942, p. 58. 
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the mechanism of capitalistic markets of themselves could 
achieve. Wartime planning by Government replaced planning 
by free private enterprise; Government is now giving the or-
ders and industry is filling them. Government direction, . and 
even control, has been essential to the organization of a 
nation for the purpose of war. "Labor mobilization means 
central control over the working destiny of men and women."l 
Industry has been willing to relinquish direction 
and control for the duration but insists that these rights 
and privileges be restored after the cessation of hostilities, 
to private free enterprise. However, fears are being ex-
pressed that controls by Government will not be readily liqui-
dated after this war; that the American people will permanent-
ly accept those bre .aches in the free enterprise system to 
which they have become accustomed, as desirable parts of the 
American system. It is feared that some, believing that al-
most all important and economic activity is vested with pub-
lie interest, will be reconciled to much public regulation. 2 
A. Suspension of Normal Economic Processes 
The normal economi c processes of the American sys-
tem embody self-direction; personal income; profit-seeking; 
1. Cherne, Leo M., "Distribution and Purchasing Power," 
Vital Speeches, Vol. IX, No. 3, November 15, 1942, 
p. 77. 
2. Brown, William Adams, Jr., "The Future Economic Policy of 
the United States," World Peace Foundation, Boston, 
September 1943, p. 87. 
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and competition, the ever-present force, whether functioning 
in the personal endeavor to excel or showing itself in bring-
ing about greater efficiency. There are as many interpreta-
tions of the American way of life as there are men of differ-
ent tastes and belie£s, but there are two common objectives 
or requirements: £ree choice o£ where one will work, how much 
one will work, and for what one will exchange his income; and 
an economic activity which gives maximum production or mate-
rial well-being.l This freedom of choice has been suspended 
during the war. For the first time in our history the Gov-
ernment is telling man where he shall work, when and how long 
he shall work, and, in effect if not in words, for what he 
shall exchange his income. This latter is effected by the 
rationing and taxation programs. Maximum production is being 
attained in industry but it is the result of governmental, 
not of private, planning. 
Production for war has meant that almost every in-
dustry has abandoned wholly or in part its normal economic 
activities. Some businesses are permitted a limited produc-
tion for civilian use, and in these the competition for the 
consumer's dollar is keen and shrewd. Rationing of many arti-
cles has curtailed effective demand, and the many regulations 
1. Nourse, Edwin G., "Free Enterprise, Price Policy, and 
Democracy," The Brookings Institution, Washington, 
D. C., May .. l942, pp. 1-2. 
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as to priorities, prices and . wages have added to the diffi-
culties of realizing reasonable profits. Of the profits that 
are forthcoming, the Government is taxing them to seventy and 
eight~ per cent. 
We are submitting to a suspension of most of our 
democratic processes, for in order to fight war today an al-
most totalitarian contro1 over the resources and manpower of 
a nation is necessary. 
1. Sacrifices Being ~ Now to Preserve American Principles 
Since sacrifice means "surrender of some desirable 
thing in behalf of a higher object, or devotion of it to a 
' 
claim deemed more presaing,rrl no peace-loving citizen will 
question the fact that we, the people of the United States, 
are surrendering certain liberties, certain privileges, when 
we leave land, hom~ business to go to foreign fields, to new 
environments, and into industry of another's choosing. Sur-
rendering, giving power into the hands of another; that is 
exactly what has oc~urred during this period of all-out war 
effort. The power to determine what shall be manufactured, 
how it shall be manufactured, where it shall be manufactured, 
under what working conditions, and in what quantity--these 
and countless other powers have been surrendered by private 
1. Webster's Collegiate Dictionary, Fifth Edition, G. &-C. 
Merriam Company, Springfield, Massachusetts, 1936, 
P• 875. 
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enterprise to our Federal Government for the duration. And 
rightly so, in order to secure the immediate 
"welfare of the nation and the preserva-
tion of the things that American soldiers 
and sailors and Marines are giving their 
lives for all over the world."l 
Although the popular radio commentator, Fulton 
Lewis, would have little weight as an authority on philosophy, 
he is correct in saying that it is for the welfare of the 
natton under a system of free enterprise, that our boys are 
fighting in foreign lands. 
~~ile many of the men and youth of the nation will 
be called upon to make the supreme sacrifice in an effort to 
preserve the American principles, we at home are making simi-
lar s.acrifices for these same principles. The last report of 
the National Safety Council .listed larger casualties, killed 
and wounded, in warwork than in the service. We do not wish 
to belittle the sacrifices of those in the armed forces, or 
to begrudge them the care and bonuses they receive, but what 
have we done and what are we doing for the veterans of indus-
try? One more question--what are we going to do? 
1. Lewis, Fulton, Jr., Broadcast on "Four Freedoms," over 
Mutual Network, June 2, 1943, p. 1. 
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a. Four Freedoms 
Not the least significant among these principles 
are .the Four Freedoms, "advertised to the four corners of the 
earth as the essence of Americanism and American philosophy.,"l 
"the freedoms for which men and women in concentration camps 
and prisons and in the dark streets of the subjugated coun-
tries wait.n2 President Franklin D. Roosevelt, in his mes-
sage to the Seventy-seventh Congress, January 6, 1941, pro-
claimed what he considered the four essential human freedoms 
of a world in which we hope to live our days secure: 
1. Ibid. 
"The first is freedom of speech and ex-
pression--everywhere in the world. 
"The second is freedom of every person to 
worship God in his own way--everywhere in 
the world. 
"The third is freedom from want, which 
translated into world terms means economic 
understandings which will secure to every 
nation a healthy peacetime life for its 
inhabitants--everywhere in the world. 
"The fourth is freedom from fear, which 
translated into world terms means a world-
wide reduction of armaments to such a 
point and in such a thorough fashion that 
no nation may be in a position to commit 
an act of physical aggression against his 
neighbor--anywhere in the world.n3 
2. "Four Freedoms," Bureau of Public Inquiry, Office of War 
Information, Washington, D. c., p. 3 . 
3. Roosevelt, Franklin D., "The State of the Union," Vital 
Speeches, Vol. VII, No. 7, January 15, 1941, _p. 200. 
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The first ·two, freedom of speech and freedom of 
religion, date back to the foundation of our American Repub-
lic, for they are embodied in the Bill of Rights, the First 
Amendment stating that 
"Congress shall make no law respecting an 
establishment of religion or prohibiting 
the .free exercise thereof; or abridging 
the freedom of speech, or of the press."l 
But what is this freedom of religion written into 
the Constitution? Does it also grant any right _to be irre-
ligious? Doubtless this wa,s not the intention of the found-
ers of our Country. The State of Tennessee seemed to imbibe 
the Colonial sense of the term, for in its Declaration of 
Rights, adopted February 23, 1870, we find that Article I, 
Section 3, states that no human authority can control or 
interfere with the rights of conscience, and no preference 
shall be given to any religious establishment or mode of wor-
ship, while Article IX, Section 2, says: 
"No person who denies the being of God, or 
a future state of rewards and punishments, 
shall hold office in the civil department 
of the State."2 
What is the interpretation we should place on the 
second of the Four Freedoms? 
1. "Constitution of the United States," Amendment I. 
2. "Code of Tennessee 1932 enacted by the General Assembly 
of 1931," pp. 18 and 34. (Mrs. John Trotwood Moore, 
State Librarian and Archivist, Nashville, Tennessee, 
had Articles I and IX copied for me.) 
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The Government does not promise these freedoms as 
gifts, for it is the people of the nation who give them to 
themselves. The people will create the conditions under 
which these may be realized. 
The freedom of speech permits a man to express his 
opinions openly, and includes the use of the press--the news-
papers, the radio, the public forum, the schools, books, mo-
tion pictures, and magazines. This freedom has been denied 
in Germany and German-occupied countries as a principle of 
life, and not as a temporary military expediency. Hitler 
feared the individual, was suspicious of h~, so deprived him 
of his voice. To silence the expression of ideas, this Ger-
man leader got rid of talkers in the schools, in the forums, 
in political rallies and trade union meetings, on the radio 
and in the newsreels, in the barber shop and village garages. 
In the Nazi and Fascist regimes, all ideas are the property 
of one man. 
In our country there are no penalties attached to 
the spreading of information and to the expression of opinion, 
exercised either by the Government or by private interests. 
Though freedom of speech is granted, it is not an absolute 
right; there are the laws of libel, slander, treason, assault, 
and conspiracy which limit what one man may say of another; 
and during wartime certain limits are placed lest free expres-
sion give aid and comfort to the enemy. Limits of speech. 
14 
are, therefore, set by criminal law. On this freedom hinges 
the other three, freedom of religion, freedom from want and 
freedom from fear. 
It was the immortal souls of men that brought the 
first settlers to American shores, that they might have the 
right to worship God as they wished. 
in the 
"Freedom of worship implies that the indi-
vidual has a source of moral values which 
transcends the immediatet necessities of 
the Community, however i portant these may 
be."l 
Any wise community respl~ts this mysterious spirit 
individual and allows him ~o worship God as his con-
science dictates. 
John Milton wrote in 1670: 
"The whole freedom of man consists in 
spiritual or civil liberty. As for spir-
itual, who can be at rest, who can enjoy 
anything in this world with contentment, 
who hath not liberty to serve God, and to 
save his soul, according to the best 
light which God hath planted in him to 
that purpose, by the reading of His re-
vealed will, and the guidance of His Holy 
Spirit."2 
James Madison, speaking in 1776, voiced his belief 
in the right of the American citizen to freedom of conscience: 
"Religion, or the duty we owe to our Crea-
tor and the manner of discharging it, can 
1. "Four Freedoms," p. 8 . 
2. Molohon, Bernard, "Voices of Democracy," United States 
Government Printing Office, Washington, D. c., 1941, 
p. 22 . 
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be directed only by reason and conviction1 
not by force or violence; and therefore 
all men should enjoy the fullest tolera-
tion in the exercise of religion accord-
int to the dictates of conscience.nl 
And our President Roosevelt1 speaking a century and 
a half later, shows how this right of man, so zealously pro-
tected by the founders of our Country, is still an inviolable 
right: 
"In the conflict of policies and of polit-
ical systems which the world today witnesses, 
the United States has held forth for its 
guidance and for the guidance of other na-
tions1 if they will accept it, this great 
torch of liberty of human thought1 liberty 
of human conscience. We will never lower 
it. We will never permit, if we can help 
it, the light to grow dim. Rather through 
every means in our power and our office we 
will seek to increase that light that its 
rays may extend the farther, that its glory 
may be seen even from afar."2 
May these prophetic words be realized and be brought 
to fruition in all nations. 
While the democracy of the United States allows the 
practice of many religious beliefs, we nevertheless achieve 
social unity and peace. The Axis powers have substituted for 
the worship of a supreme God, the worship of their leader. 
The State believes that it owns all of man1 including his con-
science. Naturally, the Christian church1 opposing as it does 
1. Ibid. 
2. Ibid. 
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practically every teaching of this race supremacy and the sub-
ordination of the individual, has been the object of much per-
secution there. We are determined that this religious freedom 
in America "shall not perish from this earth."l 
Freedom from want and freedom from fear are rela-
tively new expressions of our American philosophy. Freedom 
from want is the most ambiguous of the freedoms and yet it is 
considered the crucial one. The editor of Fortune2 has na!vely 
said that it is the only one that Hitler has promised, too. In 
this, the United States and Germany are competitors rather 
than enemies. Attainment of this freedom is going to mean a 
new concept, or rather a revival of a concept, of man's obli-
gation to his neighbor--"that one man's hunger is every other 
man's hunger."3 Has not the Church !"or twenty centuries taught 
this brotherhood of man? 
"Mere industrial and commercial ref·orm.s 
or resqlutions leave entirely untouched 
the real roots of all our evils: man's 
own ill-ordered ambition, lust for gain, 
unbridled passions, and engrossing self-
ishness, by which he seeks regardlessly 
to promote his own particular interest 
at the expense of his weaker or perhaps 
less favorably situated neighbor. 
"The remedy of the ills of our times 
lies not so much in new economic and so-
cial conceptions, as in a complete change 
1. "The Gett~sburg Address~ 
2. Fortune, 'Freedom !"rom Want," Vol. XXVI, No. 4, October 
1942, P• 126. 
3. "Four Freedoms," p. 9 • . 
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of heart. We must transform the indi vid-
ual before we can transform society.nl 
The world truly must be looked at as a whole if men 
are to enjoy the fruits they are unable to produce. The old 
maxim that "a chain is no stronger than ita weakest link" 
applies so succinctly to the prosperity of mankind. Prosperity 
and abundance in one region while others are in poverty can 
never bring lasting peace. 
"Four Freedoms, "2 published by the Office of War 
Information, would have one believe that two recent discov-
eries have been made: man now has greater technical skill 
to produce the necessities of. daily life in great abundance, 
and the discovery or realization that the earth is one planet. 
I believe that it is not alone the greater technical skill as 
eXhibited by production during this global war, but also the 
failure of' the economic system "to produce the goods" during 
the depression of the 30 1 s that has taught the leaders of in• 
dustry that God's blessing does not rest upon such selfish-
ness~-"a hungry man in Cambodia is a threat to the well-fed 
of' Duluth."3 Did we not have this technical skill to produce 
in great abundance the necessities of daily life for every-
one during those days of depression and oppression? St. Paul 
1. Husslein, Joseph, S.J., Ph.D., "The Christian Social -
Manifesto," Revised Edition, The Bruce Publishing 
Company, Milwaukee, Wisconsin, 1939, p. 138. 
2. "Four Freedoms," p. 9. 
3. Fortune, op. cit., p. 126. 
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in his Epistle to the Galatians says: 
"Bear ye one another's burdens, and so y
1
ou 
shall fulfill the law of Christ •••• " 
"Whilst we have time, let us work good to 
all men •••• n "And whosoever shall fol-
low this rule, peace on them and mercy, 
and upon the Israel of God.nl 
Fulton Lewis,2 in his broadcast of June 2, 1943, 
laughs at the idea of the Government's giving freedom from 
want, and considers the term as smacking of the old WPA hand-
out, but I am confident that this realization of man's re-
sponsibility to his neighbor will make possible the distri-
bution of the goods of the earth for the greater good of soci-
ety. The problem becomes one o£ distribution and of consump-
tion rather than of production. Consumption is the result of 
the proper distribution of purchasing power. Freedom from 
want will mean freedom from mass unemployment, plus freedom from 
poverty for those individuals unable to work. 3 John Stuart 
Mill, one of the greatest theorists of the 19th century, was 
convinced that there is no greater certainty than that "im-
provement of human affairs is wholly the work of uncontented 
characters."4 
The reports of the National Resources Planning Board 
and of Sir William Beveridge represent a common objective of 
1. Galatians VI:2,10,16 . 
2. Lewis, op. cit. 
3. "Four Freedoms," p. 11. 
4. Fortune, op. cit., p. 128 . 
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America and Great Britain: the establishment and maintenance 
of freedom from want for the people of their respective coun-
tries. The NRPBl makes proposals for administration by the 
Federal system of government; full costs of public assistance 
being borne by the general taxpayer, and the costs of social 
insurance being shared by employer, worker, and taxpayer. The 
Beveridge Report2 proposes more liberal aid to more people, 
covering more kinds of risks. Benefits would not be based on 
past earning, but would meet the minimum of subsistence. And 
Sir William Beveridge stresses that social security should be 
adopted now and be allowed to function during the war. 
Men returning from the armed forces do not want free 
food, but they do want the privilege to earn a living in the 
way of their own choosing. The freedom from want means to them 
that 
"when they are mustered out, when war pro-
duction is converted to the economy of 
peace, they will have the right to expect 
full employment--full employment for them-
selves and for all able-bodied men and 
women in America who want to work. They 
expect the opportunity to work, to run 
their farms, their stores, to earn decent 
wages."3 
1. Amidon, Beulah, "The NRPB and Beveridge Reports," Survey 
Midmonthly, Vol. LXXIX, No. 5, May 15, 1943 • . 
2. American Labor Legislation Review, "Beveridge Reports to 
Britain on Social Security," Vol.XXXII, No.4, Decem-
ber 1942, p. 170 . 
3. Roosevelt, Franklin D., "Post~war Goals," Vital Speeches, 
Vol. IX, No. 7, January 15, 1943, p • .. l97 . 
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Fear is inherent in mankind6 but the rear that 
haunts millions today - is that of domination of themselves by 
an aggressor nation; and peace-loving nations are at war today 
to make this world a safe place in which to live. They are 
united in effort for freedom, peace, security, and the chance 
to live as individuals. 
Howard J. McMurray,! speaking at a 6 Win the Peace" 
-
rally in New York Cit~ recently, said that the way to secure 
freedom from rear was to remove the root cause of war. To 
him the causes of war are not psychological: "We have always 
had war and will always have war," or "As long as man's na-
ture is what it is we will fight"; nor are they economic: 
"As long as there are 1have 1 and 'have not' people on the 
earth, you will have war." Neither can war be blamed prima-
rily on capitalism: neither Russia nor Germany are capital-
istic states and yet they are the two countries which have 
fought most bitterly. 
Mr. McMurray says war is not the result of competi-
tion nor of conflicting economic interests, but the result of 
a clash of political interests. Peace has been established 
when men have substituted reason and justice for force in the 
organized political institutions. Peace is a planned way of 
living. As we have put the authority to make, enforce, and 
1. McMurray, Howard J., °Freedom from Fear," Vital Speeches, 
Vol. X, No. 3, November 15, 1943, pp. 87-9. 
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' intrepret the laws in the legislative, administrative, and 
judicial bodies of our government, rather than in the indi-
viduals who have the conflicts, in just so far have we found 
peace. If we are not to be doomed to perpetual warfare, we 
must substitute law for violence in the settlement of our na-
tional conflicts. If we would have world peace, have this 
freedom from fear of aggression, we must build for peace, 
create institutions that will keep the peace. 
By forces economic and moral, and backed by a col-
lective police power, we must so order the nations of the 
world that nowhere will any nation or group of nations become 
the aggressor of any neighbor.l 
b. Principles ££ ~ Atlantic Charter 
The ideals ·and objectives embodied in the Atlantic 
Charter, that document signed "somewhere" on the Atlantic 
Ocean by President Roosevelt and Prime Minister Winston 
Churchill of Great Britain in August 1941, broadcasts to all 
the reasons why we are making sacrifices. The Atlantic Char-
ter stands for the Four Freedoms proclaimed by President Roo-
sevelt in his message to Congress during January of that same 
year. 
These principles aim to make 
1. 'ii'our Freedoms," p. 13 . 
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"a world of equal opportunity for all peo-
ple regardless of creed or color~ and for 
all nations, regardless of size or geo-
graphical location."l 
To the attainment of these objeetives~ these repre-
sentatives have pledged their people. According to the words 
of the Charter itself~ it contains 
"certain common princ~ples in the nation-
al policies of their respective countries 
on which they base their hopes for a bet-
ter future for the world."2 
If we expect to secure "a world of equal opportunity 
for all people regardless of creed or color," the United States 
has a field at home in which to begin work--our South. Then 
might we say to other nations, both allies and enemies, what 
Christ said to His Apostles at the Last Supper: "I have given 
you an example, that as I have done ••• so do you also";3 
and to the lawyer to whom He had been relating the parable of 
the good Samaritan: "Go, and do thou in like manner."4 The 
other nations could not then reply: 
WWoe to you, Pharisees, because you love 
the uppermost seats in the synagogues, 
and salutations in the marketplace • • • • 
because you load men with burdens they 
cannot bear and you yourselves touch not 
the packs with one of your fingers."5 
1. Watson, Thomas J., "The Atlantic Charter," Think, Vol. 
VIII, No. 8, August 1942, p. 3 . 
2. Think, "The Atlantic Charter," Vol. VIII, No.8, August 
1942, p. 2 . 
3. St. John XIII:l5. 
4. St. Luke X:37. 
5. Ibid., XI:43,46 . 
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The remarks of Reverend Daniel T. McColgan, Ph.D., 
professor of Sociology, St. John's Seminary, Brighton, Massa-
chusetts, as recorded in the Congressional Record, are to 
the point: 
"The story of the Negro in the Unite-d 
States is at its root a shameful tale of 
justice flagrantly flaunted • • • • In a 
word, can we--the greatest Nation on the 
earth--assume the moral leadership of 
the world, when economic discrimination, 
social injustice, political iniquities, 
race riots, murder, and social disdain 
darken and disgrace the very name of 
Am.erica?"l 
Though all the principles of the Charter are worthy 
of detailed consideration, the following are of special im-
port in the establishment of an economic system for the fu-
ture: 
"FOURTH, they will endeavor, with due re-
spect . for their existing obligations, to 
further the enjoyment by all States, great 
or small, victor or vanquished, of access, 
on equal terms, to the trade and to the 
raw materials of the world which are need-
ed for their economic prosperity; 
"FIFTH, they desire to bring about the 
fullest collaboration between all nations 
in the economic field with the object of 
securing improved labor standards, eco-
nomic adjustment and social security; 
"SIXTH, after the final destruction of the 
Nazi tyranny, they hope to see established 
a peace which will afford to all nations 
1. McColgan, Daniel T., "Are We Good Neighbors," Congres-
sional Record, Vol. 90, No. 43, March 7, _1944, p. Al228 . 
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the means of dwelling in safety within 
their own boundaries, and which will af-
ford assurance that all men in all the 
lands may live out their lives in freedom 
from want and fear; 
"EIGHTH, they believe that all of the na-
tions of the world, for realistic as well 
as spiritual reasons, must come to the 
abandonment of the use of force. Since 
no fu t ure peace can be maintained if land, 
sea, or air armaments continue to be em-
ployed by nations · which threaten, or may 
threaten, aggression outside of their 
frontiers, they believe, pending the es-
tablishment of a wider and permanent system 
of general security, that the disarma-
ment of such nations is essential. They 
will likewise aid and encourage all other 
practicable measures which will lighten 
for peace-loving peoples the crushing bur-
den of armaments."l 
Commenting on the Fourth, Under Secretary of State 
Welles, when speaking in Boston, explained "access • • • to 
the raw materials of the world" as gthe r ight to buy in peace-
ful trade."2 This expression of access on equal terms got in-
to the Charter as a result of the Nazi distinction between the 
'have' and the 'have nots.' Of what value is this "legal 
-
equality of purchasing power without the wherewithal to buy"?3 
A break in the international exchange mechanism cur-
tails purchasing power, whereas international trade makes it 
possible to have access to the resources. We must build for 
1. Think, "The Atlantic Charter,u p. 2. 
2. Welles, . Sumner, "Promise of the Atlantic Charter," Think, 
Vol. VIII, No. 11, November 1942, p. 32. . 
3. Knorr, K. E., "Access to Raw Materials," Harvard Eco-
nomic Review, Vol. XXI, No. 3, April 1943, p. 385. 
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a strong international trade in the postwar period. Other 
nations are going to need raw materials and manufactured goods 
from us, and we are going to need materials from them. To be 
sure, our primary needs may be vastly different from those we 
had before the war. We must carry on trade. Isolationism is 
out of the question. It never has been successful and it will 
not be so now. The developments in the aircrafthndustry alone 
can be one of the most powerful forces for enduring peace, for 
Burnet Hersheyl says that there can be no thought of isolation 
among the nations of the world when no spot on the earth is 
more than sixty hours from any airport. 
Endeavoring to secure for all improved labor stand-
ards, economic adjustment and social security, the Fifth prin-
ciple is in keeping with the advances made in our own country 
in the cause of labor and social security during the Roosevelt 
administration. Right Reverend Monsignor John A. Ryan2 in an 
address on Labor and Economic Reconstruction After the War has 
said that so long as the present occupant of the White House 
remains there, we need have no fears for the cause of labor or 
social justice. 
The Sixth principle has as its aim the establishment 
1. Think, Book review of Burnet Hershey's "The Air Future: A 
Primer of Aeropo1itics," Vol. IX, No. 11, November 1943, 
p. 43. 
2. Ryan, Rt. Rev. John A., "Labor and Economic Reconstruction 
After the War," Congressional Record Appendix, January 
14, 1943, p. 1. 
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of security within a nation, a security which will be char-
acterized by freedom from want and freedom from fear, two of 
the Four Freedoms discussed above. 
The Eighth principle hopes to bring about the dis-
armament of such nations as may become aggressors, and yet 
keep the burden of armament at a minimum for those nations 
which must maintain the international police force throughout 
the world. Speaking at the Arlington National Amphitheater 
on Memorial Day 1942, Secretary Welles said that our fighting 
men do not wish that any "element in any nation shall be 
forced to atone vicariously for crime for which it is not re-
sponsible," nor that any "people shall be forced to look for-
ward 'to ·endless years of want and starvation. nl 
c. Ethical Principles 
Granted that we are fighting ·primarily in self-
defense, we are persevering in the struggle in order to pre-
serve the principles and liberties we enjoy in our country. 
And not the least among theseprinciples for which our boys 
are making sacrifices, sacrificing even their very lives, are 
the two fundamental ethical principles: the right of private 
ownership of property and the right to receive a living wage. 
The natural law gives to every man the right to pos-
sess property as his own. The animal is guided in his actions 
1. "Toward New Horizons," Office of War Information, Wash-
ington, D. c., p. 9. 
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by two instincts: that of self-preservation and that of propa-
gation of the species. Over and above these, man has a mind~ 
or reason, which distinguishes him from brute animal. Man has 
within this faculty the right to possess things not only for 
temporary use, but for the future, more stable use; not only 
those things for immediate consumption but those he may use 
in production of other wealth. Man alone of animal creation 
has the faculty of reason which permits him to plan for the 
fut~~e, even for the future of his family. 
Man has a right not only to the fruits of the earth 
but to the earth itself, for only in this way can he make pro-
vision for the future. Since man's needs are not satisfied 
once for ·all, but recur daily, he should have in his possession 
that which will give him a more or less stable source of sup-
plies, and this,land and its fruits will do. 
As a further proof that private ownership of prop-
erty is in accordance with the natural law, is it not true 
that that which is required to preserve life is received .in 
abundance from the soil but not until man has worked upon it, 
has left his personality upon it? Surely, it gives him a right 
to possess that portion of the soil as his own. 
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There is a two-fold aspect to ownership, individual 
and social; individual that man may provide for his own needs, 
and those of his family, and social that the bounty of the earth 
may be for the common good. God has given the r ight to pos-
sess and use the material goods of the earth but it is left 
to juridical statutes to regulate the details. When civil 
authority adjusts the ownership of property to meet the com-
mon good, it is not acting as an enemy but as a friend, and 
thereby protects private ownership. However, man was created 
before the State, and the State cannot abolish private prop-
erty, but may control its use when such control is in harmony 
with the public good. 
Also from the natural law comes man's right to a 
just wage. If a man cannot apply his labor to land of his 
own, he must contract to work on property of another. For 
his labor, man is entitled to receive a family wage, one that 
will raise him to a level of comfort and decency. This wage 
• 
represents his private property and as such should be suffi-
cient to permit him to attain the primary end of economic pro-
duction, the satisfaction of human needs. 
In the past, capital repeatedly has taken far too 
much of the wealth produced~ leaving labor a victim of the 
Iron Law of Wages, in which man was to remain in perpetual 
indigence or to be reduced to the minimum required for exist-
ence. Pope Leo XIII, in writing his Encyclical on the Condi-
tion of the Working Man, said that "capital cannot do without 
labor, nor labor without oapital."l Neither can deny the 
1. Leo XIII, Pope, "Rerum Novarum," The America Press, New 
York, p. 11. _ 
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efficacy of the other nor claim the entire product. Capital 
furnishes the material means of production, while labor sup~ 
plies the personal factor. 
But it must be understood that labor has the obli-
gation of giving an honest and just service for its wages. 
Labor can go too far in its demands for higher and higher 
wages and exceed the bounds of justice. When this happens, 
there will be class warfare rather than peace in industry. 
This problem of a just wage has a significant bear-
ing on the unemployment situation and is especially applica-
ble to the postwar period. A rate of wages that is too low 
as well as a rate excessively high causes unemployment. Un-
employment over a long period of time "causes misery and 
temptation to the laborer, ruins the property of nations, 
and endangers public order, peace and tranquillity the world 
over."l If we are going to win the peace, in the desire for 
which every society worthy of the name has originated, we 
must take every precaution to avoid mass unemployment in the 
postwar period. 
These ethical principles are not the product of the 
twentieth century. The Old Testament shows how serious an 
obligation it was to pay wages due the worker, even on the 
day they were earned: 
1. Husslein, Joseph, s. J., Ph.D., "Social Wellsprings," Vol. II, 
Bruce Publishing Company, Milwaukee, Wis., 1942, pp. 
204-5. 
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"But thou shalt pay him the price of his 
labor the same day, before the going down 
of the sun, because he is poor and with 
it maintaineth his life, lest he cry 
against thee to the Lord."l 
Should one question the advi·sabili ty of paying our 
workers daily under the present economic system of mass pro-
duction, where one industry may employ as many as fifty thou-
sand or more people, he could see the almost physical impos-
sibility of preparing the payroll. And under the present sys-
tem there is not the necessity for it. Doubtless most of the 
wages of the laborers of Old Testament days were in the form 
of produce which was consumed immediately. 
Pope Leo XIII and Pope Pius XI, Christian social 
leaders in defending the cause of the working classes, show 
in their Encyclicals the strict justice of private ownership 
of property and of a family wage. 2 The present Holy Father, 
Pius XII, in his Christmas message of 1941, proclaimed the 
principle contained in Point IV of the Atlantic Charter, that 
of access to the raw materials of the world: 
0 Within the limits of a new order founded 
on moral principles, there is no place for 
that cold and calculating egoism which 
tends to hoard the economic resources and 
materials destined for the use of all to 
1. Leviticus XIX:l3. · 
2. Leo XIII, Pope, "Rerum Novarum," and Pius XI, Pope, · 
"Quadragesimo Anno, 11 The America Press, New York. 
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such an extent that the nations less fa-
vored by nature are not permitted access 
to them. nl. 
Our God-fearing ancestors founded this .country on 
the principles of the sacredness of the human soul and made 
it very clear that life, liberty, and the possession of pri-
vate property were the three inalienable rights. A few years 
later Abraham Lincoln voiced his opinion on the necessity of 
private ownership of property as a means to attaining happi-
ness: 
"Property is the fruit of labor; property 
is desirable; it is a positive good in 
the world • • • • Let not him who is home-
less pull down the house of another, but 
let him work diligently and build one for 
himself, thus by example assuring that his 
own house shall be safe from violence when 
built.n2 
Our future depends on the faithful observance of 
these ethical principles. Does not the system of control of 
free enterprise give this opportunity for private ownership 
and the just wage as none of the other economic systems do? 
It is comforting to note the trends in business 
thinking and planning in the last few years: greater eonsid-
eration for one's fellowman in the form of better working 
1. Ryan, Rt. Rev. John A., "Labor and Economic Construction 
After the War," Vital Speeches, Vol. IX, No. 9, Feb-
ruary 15, 1943, p. 266. 
2. Faulkner, L. E., "Post-War Thinking, Vital Speeches, Vol. 
IX, No. 14, May 1, 1943, p. 438 
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conditions as shown in the Woodward Company,l improved labor-
ownership relations of the Baltimore and Ohio Railroad Com-
pany,2 labor participation in management as in the United Air 
Lines, 3 more adequate bonus systems of the Eastman Kodak, 
Swift and Company, General Electric, and Illinois C~ntral,4 
and more of God in our thinking as shown in the pledge of the 
Congress of American Industry.5 
. 
On the other hand, there are many industries and 
businesses which still cling tenaciously to selfish policies: 
policy of "fire at forty" with no old-age pensions; the "labor 
reserve" policy which keeps people waiting for employment at 
their own expense; t4e policy of producing useless and noxious 
goods, as liquor and tobacco, which hurt rather than help the 
customers; and the use of bonus schemes which are merely con~ 
cealed wage cuts. As mentioned elsewhere} so-called profit-
sharing plans are not profit sharing unless a fair and just 
wage is paid before this division of profits. 
1. 
2. 
3. 
4. 
5 . 
6 . 
V.Jhitmore, Eugene, "A Bigger Share in Management for Every 
Worker," American Business, Vol. 12, No. 11, November 
1943, f.P· 16-23. 
Huss1ein, 'The Christian Social Manifesto," _p. - 185. 
Chase, Stewart, "Labor-Management Committees Speed Pro-
duction," Reader's Digest, Vol. 42, No. 253, May 1943, 
p. 91. -
American Business, "When· the Suggestion System Needs a 
Shot in the Arm," Vol. 12, No. 11, November 1942, p. 15. 
Faulkner, op. cit., p. 441. 
See p. 83. 
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II. SYSTEM OF FREE ENTERPRISE--LONG AND 
SHORT TERM VIEWPOINTS 
"Economic security, free enterprise, full 
employment • • • are all American objec-
tives for the postwar world."l 
Is it economically possible to have all of these 
under the American system? In a democracy we should realize 
that the public's general interest must cause the private 
individual's interest to yield. In all the objectives men-
tioned, we have both public and private interests. 
Industry will doubtless have to sacrifice some of 
the things it would like to have .in order to obtain the long 
range benefits. Government may have to sacrifice to industry 
and to the states some of the control and regulation that it 
has had, not only during the war but for the past several 
years. Before the United States can assume the postwar world 
leadership, which many believe she will be expected to do, 
she must know where she · is going in her domestic affairs. 
There are those who would have Government withdraw 
from business immediately at the close of the war. But have 
they stopped to consider that were Government to reduce its 
expenditures drastically and at once, one of the effects might 
be to create vast unemployment. The ideals of free enterprise 
and maximum production would be short lived. So, too, in its 
1. Brown, "The Futtll'e Economic Policy of the United States," 
P• 14. 
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decisions on products and prices, dividends and securities, 
customer treatment and employee relations, business must think 
more and more in terms .of long range strategy. 
A. The United States ~!!:.World~ .!n Winning !h.El Peace 
''The Eyes of Christendom are upon us and 
our Honor as a People becomes a matter 
of Utmost Consequence to be taken care of. 
If we give up our Rights in this Contest, 
a Century to come will not Restore to us 
the Opinion of the World; we shall be 
Stamped as Poltroons and Fools -- Present 
Inconveniences are, therefore, to be 
Borne with Fortitude, and Belter Times 
expected."-- Benj. Franklin 
The importance of the United States in reorganiza-
tion of the world cannot be considered of little consequence. 
Throughout our history, we find Americans changing the future 
of the world: the steamboat of Robert Fulton revolutionized 
the ocean-borne commerce; the telegraph of Morse and the tele-
phone of Alexander Graham Bell altered the habits of the 
world; the Atlantic cable laid by Cyrus Field created a tie 
between Europe and America. Our country took over the con-
struction of the Panama Canal abandoned by the French and 
reshaped the trade routes of the world. The electric light 
of Edison has changed night into day. The kite of the 
Wright brothers has changed the face of the earth, the face 
1. Franklin, Benj. "The Eyes of Christendom,n Saturday Evening 
Post, Vol. 216, No. 29, January 15, 1944, Cover. 
of communication and transportation. 1 The bold, vigorous and 
decisive activities of Americans have put us in the front, 
and nations today are watching our actions. American inter-
ests do participate in shaping the destiny of other countries. 
The failure of the Treaty of Versailles furnishes evidence 
that neither Europe nor Asia can maintain a peace of which . 
the United States does not approve. 
An aroused public opinion in this country is aware 
that this time the peace must be won as well as the war, and 
no greater task has ever confronted our democratic way of 
life than the creation of those conditions which make for 
lasting peace. What will be the economic organization for 
this peace to follow, private free enterprise or Government 
controlled industry? 
1. Theories Influencing Present Day Thinking ~ Postwar 
Economic Organization 
Many theories are being advanced for postwar eco-
nomic organization, and even in Washington the federal eco-
nomic planners do not agree as to the setup. Shall we have 
a balanced budget or deficit spending by Government; shall 
we have competitive private enterprise at the helm of Ameri-
can industry, or shall Government wield the controls; shall 
1. Wriston, Henry M., "It Is Urgent Today," Think, Vol. VI, 
No. 5, May 1940, pp. 37, 40. 
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we be willing to sacrifice short-run profits for long-run 
expectations? Are we willing to count as an "opportunity 
cost" of preserving the dynamic free enterprise economy, 
some temporary unemployment? 
Professor Frank P. Graham of Princeton, in his 
recent book, "Social Goals and Economic Institutions," 
expresses very emphatically that big businesses are social-
ly objectionable when by their size they control the market, 
use their monopolistic position to resist desirable adjust-
ments, bring about restriction of output, and exact from 
consumers profit out of proportion to the good done.1 Per-
haps it is the monopolies which are causing the unemploy-
ment and choking free enterprise. 
In our domestic postwar policy alone we find many 
conflicting aims: a free enterprise system~ social 
security; introduction of new inventions and development of 
new industries which may push back industrial frontiers and 
change the geographical distribution of our productive plant 
~ support of industries and occupations to which men, 
money and resources have already been committed and on which 
the welfare of whole regions depends; less Government regu-
. 1. Machlup, Fritzi "Capitalism and Its Future Appraised by 
Two Libera Economists," American Economic Review, 
Vol. XXXIII, No. 2, June 1943, P• 306. 
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lation ~ no more booms and depressions; less taxes ~ less 
debt; and a 'sound' currency and banking system and low inter-
est rates. 
1 • 
Let us examine some of the leading theories influ-
encing present day thinking. 
a. Alvin Harvey Hansen 
Professor Hansen, Littauer Professor of Political 
Economy, Harvard University, Special Adviser of the Federal 
Reserve Board and member of the National Resources Planning 
Board, is one who believes that if others can perform a task 
we can, too. Just as the British nation has shown its adapt-
ability to rapidly changing conditions, so in our ability to 
adapt ourselves to a rapidly changing world, without under-
going a revolution destroying our social structure, shall we 
determine whether we are to retain our capitalistic system 
of free enterprise. 
The free enterprise system is fraught with the dan-
ger of recurring serious depressions. A 1943 chart published 
by the Valley Camp Coal Company shows that this country has 
had twenty serious depressions since 1812. Following each, 
the 3-year War of 1812, the 4-year Civil War, and the 4-year 
World War I, our country e~perienced a 13-year deflation 
1. Brown, "The Future Economic Policy of the United States," 
PP• 11-2. 
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period.l Whereas in the past these periods of depression 
and prosperity, recession and recovery, have been more or 
less accepted characteristics of our system, in this modern 
world we believe that no system which permits these frequent 
cyclical fluctuations can survive. Professor Hansen is not 
willing to accept the thesis that the fluctuations cannot be 
controlled, and given reasonably continuous prosperity and 
approximately full employment, we shall "weather the stormn 
and have an even higher standard of living for the masses 
than that enjoyed before the war. 
Recent trends in economic analysis point out that 
we must have more equal distribution of income to promote 
full utilization of productive resources, but of that ideal 
distribution Professor Hansen admits that he has only a vague 
idea. To those who expect and fear a postwar collapse, he 
says that there is as much hope for a boom period, and with 
careful planning there is no necessity that a depression 
characterize the switch-back period, as has occurred after 
the last three major wars. The productive resources of our 
country will be on a considerably higher plane than ever 
before: enormous productive capacity in machine industries 
and consumers' durable industries, plus millions of skilled 
and semi-skilled workmen. 
1. The Valley Camp Coal Company, "Business Booms and Depres-
sions since 1775," Chart, Cleveland, Ohio, 1943. 
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"We can, if we will, maintain business 
prosperity. We can sustain a continuing 
demand for goods. We can keep industry 
going at high levels. We can miintain 
substantially full employment." 
Each will have an opportunity to earn a living and 
to work for a progressive democratic country. These are the 
beliefs of Professor Hansen. It will depend on intelligence 
and cooperation whether we achieve a higher real income. He 
says that if purchasing power is maintained at a high level, 
private business can and will produce in sufficient quanti-
ties, but that it is up to the Government to aid in sustain-
ing the high consumption demand; Government and private 
industry should work together. Consumption can be raised 
materially through higher wages and price adjustments when 
society is maintaining full employment, but enough profits 
should be left the enterpriser to sustain and motivate pri-
vate industry. Technical progress and continuing improvement 
in labor productivity will make wage increases possible with-
out encroaching upon profits. 
Hansen shows five ways in which private consumption 
may increase in the immediate postwar period to fill the gap 
left when war expenditures are curtailed: (1) the conversion 
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1. Hansen, Alvin H., "The Postwar Economy," in Postwar Economic 
Problems, edited by Seymour E. Harris, McGraw-Hill 
Company, Inc., New York, 1943, p. 13. 
of accumulated defense savings into cash and the expenditure 
of these on durable consumers' goods of which there will be 
a large backlog of deficiencies, (2) expansion of consumers' 
credit, (3) sharp reduction of taxes on liquor and tobacco 
and complete abolition of severely regressive consumption 
taxes on necessities, (4) shift from the purchase of defense 
bonds to the larger expenditures for durable goods, and (5) 
enlarged program of Federal expenditures on social welfare. 1 
To those who fear we cannot finance our own pro-
duction, Hansen says that under full employment income there 
is no financing problem that is not manageable. We can 
afford as high a standard of living as we can produce. Every 
cent spent becomes income to some other individual; income 
and costs are but the opposite sides of the same shield. 
There is much concern about the enormous size of 
the Federal Debt in comparison with the National Income. Na-
tional Income has risen from 77 billion in 1940 to 120 billion 
in 1942, ·giving an increase of 43 billion. The estimated fig-
ure for 1943 was 146 billion, which would mean an increase of 
69 billion over 1940. Alongside this National Income figure, 
set the Federal Debt of 150 billion for 1943, with an estima~ 
1. Ibid., p. 17. 
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ted debt of about 300 billion before the close of the war. 1 
Hansen, a firm advocate of deficit spending, is not alarmed 
for he believes that increased government spending leads to 
a simultaneous increase in the incomes of individuals or 
businessmen who are in a position to increase their expend-
itures; that deficit spending when carried out on a large 
scale will initiate a normal recovery and in the end permit 
deficit spending to be halted. He says that once 
"the two great catastrophes of war and 
vast unemployment are upon us, large 
deficit spending a~pears to be more or 
less inescapable." 
Moreover, he believes it is a mistake to assume 
that public investment necessarily foreshadows the doom of 
private enterprise. Private enterprise will have opportunity 
for investment if reasonably full employment is maintained. 
Although Hansen is considered the outstanding ex-
ponent of the Vanishing Investment Opportunity Theory, in 
two essays written by him, "Four Outlets for Investment, n3 
4 
and "The Postwar Economy," he shows that there are certain 
investment opportunities. Four fields in which he is con-
fident that public and private investment would provide 
1. 
2. 
4. 
The Valley Camp Coal Company, Chart. 
Hansen, Alvin H., "Full Recovery or Stagnation'? 11 W. W. 
Norton & Co., Inc., New York, 1938, p. 324. 
Hansen, Alvin H., "Four Outlets for Investment," Survey 
Graphic, Vol. XXXII, No. 5, May 1943, P• 498. 
----------, "The Postwar Economy," PP• 22-5. 
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steady employment and purchasing power are: (1) urban plan-
ning and urban redevelopment, (2) national transportation 
development program, (3) rehousing of America, and (4) region-
al resource and river valley development. He explains that 
the bulk of the investment can be undertaken by private enter-
prise, but public investment and development could be well 
used in those areas where there is little hope for direct 
returns of 100 cents on a dollar. An extensive government 
investment program would raise the standard of living and 
invigorate private enterprise both in the consumption and 
investment spheres. 
b. Joseph A· Schumpeter: 
The views of -Joseph A. Schumpeter, professo~ of 
Economics at Harvard University, on the postwar economic 
organization, while giving cause to fear fort he futl..U'e, at 
the same time offer a challenge to free enterprise. Combat-
ing the very forces which he expresses as leading inevitably 
to Socialism,1 will aid in the fight to save, or rather re-
establish, the system of free enterprise in the postwar 
period. 
He believes that the capitalistic system is in the 
1. Machlup, "Capitalism and Its Futl..U'e Appraised by Two 
Liberal Economists," p. 318. 
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process of decay, and has been noticeably so in the United 
States since 1933; that the capitalist process, exercised in 
the big corporation, of parceling out a few shares of stock 
for the walls and machines in the factory, is taking the very 
-life out of the idea of property. Ownership which is not 
material, functional, personal, does not call forth the moral 
allegiance we formerly knew under private property; therefore, 
if we would not have the capitalist order disappear we must 
fight big business. 
Professor Schumpeter's only use for small business 
with owner-managers is that its members count large at the 
polls, as the minority in big business could not do. It is 
the story of minority control of the majority of the wealth, 
the phenomenon of the separation of ownership and control in 
the large business. An excellent study, b~ A. A. Berle and 
Gardiner c. Means, of the two hundred largest nonbanking 
corporations showed them to be in control of nearly half of 
the nonbanking corporate assets, nearly forty per cent of 
business assets, and nearly a quarter of the total national 
wealth. Of the 600,000 corporations in the country, a sur-
vey in 1933 placed the 600 largest in possession of fifty-
three per cent of all corporate wealth, whereas 211,586 
corporations owned b\lt 1.4 per cent. -That same year 0.06 
per cent of the total number o~ corporations making a net 
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profit, received thirty per cent of the total corporate prof-
~ t 1 
.J.. s. Money "talks 11 but at the polls there is safety in 
numbers. 
Small and medium-sized businesses hold largely to 
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the family motives, the long-run motives, and work for the 
future good, whether or not they are going to reap the benefits 
themselves. As Doctor Cronin2 says in his nEconomica and Soci-
ety," the corporation has no conscience, it does not repent; 
so Schumpeter believes that with the passing of the family 
motive in the small business, out goes the capitalist ethics, 
and there will be no one to defend the capitalist order, and 
no repenting on the part of the corporation. 
Very definitely does he say that the eff iciency of 
small business is inferior to that of big business, and that 
its competitiveness retards progress. Professor Graham, who 
firnliy believes that capitalism should be reformed, directs 
his attack against big corporations, saying that not only do 
they prevent enterprise on the part of would-be competitors, 
but take opportunity from this to eliminate any great degree 
of enterprise on their ovm part. Corporations do not usually 
take over enterprises which seem risky, but wait until the 
1. Cronin, John F., Ph. D., "Economics and Society," P~erican 
Book Company, Boston, 1939, pp. 45-50. 
2. Ibid., p. 170. 
demand for products is fairly well established.1 
Late studies show that the optimum size for business 
is as small as it can be and still function. Schumpeter says 
nothing, however, regarding the waste of resources, both human 
and natural, which we find in big business. Big business may 
get wonderful results during a particular period, extending 
even over a generation, but those who try to follow in the 
footsteps of the leaders are likely to be grossly wasteful of 
resources. This total war has accelerated the bigness of 
business and the control of Government. Wartime planning has 
suspended the normal processes of capitalism, and it will not 
be easy for private business to regain this control taken over 
by Government, and now approved of by great political groups. 
The situation which will prevail after this war will be quite 
different from that after World War I. The Government then 
had no such control over business, the various war boards had 
not been functioning long enough to consider themselves or to 
be looked upon as permanent, and those groups which counted 
politically were firmly determined to stand for private enter-
prise. 
In his book, "Capitalism, Socialism and Democracy," 
Professor Schumpeter devotes one hundred pages to showing why 
1. Machlup, "Capitalism and Its Future Appraised by Two 
Liberal Economists," p. 307. 
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he feels t~t capitalism will not survive. He shows how the 
highly progressive income taxes are inhibiting, ir not killing, 
the enterprise system. The modern capitalistic system relies 
on the profit principle for its daily bread and yet will not 
permit profits to be realized. He considers that the labor 
movement is increasingly revolutionary, that though it is a 
product of capitalist evolution, it has been radicalized by 
the intellectuals. 
Big business lacks the keen sense of ownership of 
property and has very little will to fight for it. The owner-
managers, who are closely attached to their business property, 
are to him the staunchest protection of the private enterprise 
system. In the pro-capitalist arguments of the owner-managers, 
resting on long-run considerations, he fails to see a match 
for the political criticism which points out the short-run 
1 inefficiencies. 
He believes that the capitalistic proc~ss itself 
undermines the structure of capitalistic system by destroy-
ing the protective strata--the businessmen ousting the old 
aristocracies from political leadership, the factory replac-
ing the old crafts, the chain and department store replacing 
the small trader who counted at -~he polls--and by eliminating 
1. Machlup, ibid., pp. 309-318. 
the "extra- and hyperrational sanctions and habits of mind"l 
which are the essence of society. 
Professor Schumpeter in his text, "Capitalism, 
Socialism and Democracy," proves to his own satisfaction 
"that socialism is possible as an eco-
nomic system ••• , that it is practi-
cable, if the necessary bureaucracy is 
existent; that it may be superior in 
efficiency to the capitalist system, that 
socialism is compatible with democracy, 
that socialism is inevitable. 112 
Nevertheless in his discussion, "Capitalism in the 
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Postwar World," he condescends to list, from a purely economic 
standpoint, four possibilities for the future: a policy of 
income-generating public expenditure, which will lead to gov-
ernment control of banking and investment; what he calls 
Guided Capitalism, taking further steps toward state and gov-
ernment management and leaving them free to allocate to pri-
vate business as little or as much room as they desire to; 
nationalization or municipalization of utilities, of insurance 
and mines, shading off into State Socialism; and a socialistic 
regime without the use of the exact term.3 
1. 
2. 
3· 
Schumpeter, Joseph A., "Capitalism in the Postwar World," 
in Postwar Economic Problems, p. 119. 
Machlup, op. cit.1 P• 318. Schumpeter, op. c t., pp. 122-5. 
c. Guy Rexford Tugwell 
Guy Rexford Tugwell, Assistant Secretary of Agri-
culture during the Roosevelt Administration and now Governor 
of Puerto Rico, has been called a 'Bolshevik', a 'radical', 
a man who would do away with the profit system, and "destroy 
the dear old American ways of doing things and in their place 
1 
establish a Soviet system." Whether these accusations were 
deserved or not, it is certain that the principles he has put 
into operation as Governor of Puerto Ric.o are far from the 
freedom of enterprise which we know here. 
s. Burton Heath, nationally known reporter and re-
cipient of the Pulitzer prize for reporting in 1939, has made 
a study of conditions in Puerto Rico, where a bitter con-
troversy is raging about Guy Rexford Tugwell. Some believe 
he is building for a sound better future, while others be-
lieve he is using the Puerto Ricans for radical experiments 
which might later be transferred to the American South. Gov-
ernor Tugwell's report to Interior Secretary Ickes. regard-
ing the land distribution s~heme there· contains this remark: 
2 
"It has obvious implications for the South." 
The living standards there for the greater portion 
1. · New Dealers1 "Frenzied Farming," York, 1~34, P• 85. 
2. Heath, s. Burton, "Puerto Rico's 
Printers' Ink, Vol. 202, No. 
Simon & Schuster, New 
Little New Deal," 
9, February 26, 1943. 
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of the population are almost indescribably low. The average 
weekly income for a family of five persons is about $5 and 
prices are exorbitantly high. Potatoes have been as high as 
40 cents a pound. Tugwell claims that the Government handling 
of foodstuffs is saving the Puerto Ricans $500,000 a month, 
but the Puerto Rican Chamber of Commerce challenges the state-
ment with detailed figures. 
If the Goverx~ent of Puerto Rico should use the 
powers granted it by special law or wartime extension of the 
general law, "there would not be a significant enterprise in 
1 
the whole island left in private hands." Heath is convinced 
that the struggle between Tugwell and the business community 
cannot be reconciled. 
In his own book, "Our Economic Society and Its 
Problems," Tugwell expresses his belief that the private 
enterprise system of industry has run out, that it may have 
been satisfactory for the 19th century but that it has no 
place in the 20th century. "Today individualism and laissez-
fairs have lost their setting and cannot be applied to pres-
. 2 
ent-day social and economic problems." While still teach-
ing economics at the University of Pennsylvania, at the 
1. Ibid. 
2. Tugwell, G. Rexford and Hill, Howard c., "Our Economic 
Society and Its Problems," Harcourt, Brace and Com-
pany, New York, 1934, p. 504. 
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University of Washington and at Columbia University, he was an 
avid student of American industrial activity and "an interested 
observer of the Russian experiment, "l and it would now seem 
that he were trying to apply the principles of anti-foreign 
nationalism in Puerto Rico. It is said that his theory that 
depressions are due to human and psychological reasons has been 
the basis of the New Deal, and that there has been very little 
of the Roosevelt administration that he has not helped to 
administer. 
He fought for crop reduction and saw in the elimina-
tion from production of millions of acres of low grade land, 
the future · long-range agricultural policy of the nation. He 
opposed price-fixing b,y marketing agreements with processors 
and distributors. He advocated rapid expenditure of money for 
public works, warning against too great precautions against 
gra:fts and politics. This government money was to come almost 
entirely from taxation, income tax and property tax. 
He does not believe that profits from industry should 
be allowed to accumulate as corporate surpluses, so he would 
substitute government control for private enterprise, "break-
ing the businessman's monopoly": 
"If we had control of prices which would 
prevent abnormal corporate earnings; if 
1. New Dealers, "Frenzied Farming," p.87. 
we had a governmental reserve fund to re-
place the reserve of individual businesses 
if we had some central management of the 
allocation process--we should then be in a 
position to see that we need frugality and 
saving as much ·as we ever did."l 
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Governor Tugwell says that we should develop an open-
minded experimental attitude toward social and economic insti-
tutions and problems instead of adhering to blind tradition-
2 
alism. 
Leo Trese, a recent visitor in Puerto Rico, confirms 
Heath's statement as to the poverty on th~ Island, but says 
that since the rise of Luis Munoz Marin as leader of the Pop-
ular Party, and the coming of Governor Tugwell to the Island, 
there has been a sustained effort to conquer the poverty 
problem. 
When asked regarding his reputed socialistic tenden-
cies, Governor Tugwell told Trese that it is necessary to have 
Government control of the public utilj_ties so that the mass of 
the people may have the use of them. He says there is no Gov-
ernment ownership of industry for the simple reason that the 
Insular Government has no capital with which to acquire and 
develop industries. He does hope, however, that some of the 
1. Tugwell and Hill, "Our Economic Society and Its Problems," 
p. 544. 
2. Tugwell, Guy Rexford, "The Industrial Discipline and 
Governmental Arts J" Columbia University Press, New 
York, 1933, p. 226. 
idle funds may be coaxed into establishing many industries 
which can take advantage of the Island's natural resources 
of sugar, tobacco and coffee and thus furnish employment to 
all the employables. 
It is the rich and the well-to-do who dislike Tug-
well and Marin. The clergy there regard Tugwell with approv-
al, believe that he is honest and sincere in his efforts to 
relieve the lot of the poor, and that he is working in the 
1 
right direction. 
d. l9.hg Maynard Keynes 
John Maynard Keynes, prominent ~nglish economist, 
is noted for his underemployment equilibrium theory, and, at 
the present time, for the recommended plan for postwar cur-
rency, known as the British or Keynes' plan. 
Keynes' theory of employment differs from that of 
the classical economists, Ricardo, Mill, Marshall, Edgeworth, 
and Pigou, for where they maintain that there is but one point 
at which the factors of production are in equilibrium and that 
occurring at full employment, Keynes believes there are sev-
eral points at which the factors are in equilibrium. Under 
the theory of the classical economists, labor is assumed to be 
1. Trese, Leo J., ttPuerto Rico: Problem Child," The Common-
weal, Vol. XXXIX, No. 23, t~rch 24, 1944, pp. 559-61. 
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fully employed, so the problem narrows down to the "proper 
allocation of the factors in the production of consumption 
1 goods and of investment goods." Income is divided between 
consumption goods and investment goods; if one is increased 
the other must necessarily decrease. That which is saved for 
investment is for future consumption, as a means of increas-
ing future production. 
According to Keynes' theory, the inter-play between 
consumption, investment and employment is quite different. 
If society is at equilibrium with underemployment, an i~rease 
in investment will increase employment and income, and sub-
sequently increase consumption, too. If a larger percentage 
of income is used for consumption, there will follow an in-
crease in investment. Consumption and investment, employment, 
output and income, all have increased. This theory advocates 
spending freely, whereas the theory of equilibrium at full 
employment only advocates thrift. 
No doubt s. Morris Livingston was aware of Keynes' 
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theory of society at underemployment equilibrium when he wrote 
in his article, "Postwar Manpower and Its Capacity to Produce," 
that a postwar minimum of 2 million unemployed might even be 
an undesirable goal, provided it could be reached only under 
1. Hansen, Alvin H., "Full Recovery or Stagnation?" pp. 16-7. 
the stress and strain of boom conditions, for this "in the long 
run might be worse for the country as a whole than another half 
million unemployed."l If we would not stay at this level, 
Keynes says we must have social control of the determinants of 
equilibrium, for only by so doing can equilibrium at full em-
ployment be reached. His proposals were offered as a substi-
tute for a completely plaru1ed socialistic or communistic eco-
nomy. These four determinants are: (1) supply of money, and 
this Keynes considers the most important, (2) marginal effi-
ciency of capital, the prospective return of profit, (3) li-
quidity preference, the propensity to hoard, and (4) marginal 
•t t . 2 propens1 y o consume. 
We should maintain rigidly a rate of interest below 
the national efficiency until full employment is secured; we 
should force redistribution of income through taxation designed 
to increase the propensity to consume; we should control in-
vestment. 
Keynes says that his economic system would be a 
reversion to the economic doctrines of mercantilism, giving 
greater leisure an~ luxury, numerous holidays, and prodigality 
1. Livingston, s. Morris, "Postwar Manpower and Its Capacity 
to Produce,n Survey of Current Business, Vol. 23, 
No. 4, April 1943, p. 14. 
2. Bennion, E. G., "Unemployment in the Theories of Schumpeter 
. and Keynes," American Economic Review, Vol. XXXIII, 
No. 2, June 1943, p. 339. 
in consumption.1 
Do we want the mercantilism of which Keynes speaks, 
which considered imports a national curse and exports a bless-
ing, for the exports brought in gold in payment, and which 
considered regulation of the activities of the individual a 
necessary function of the State, partly to bring about pros-
perity and prestige to the State? 
We say that ethically everyone has a right to work, 
but in practice labor is at the mercy of another's wishes. 
Under the pressure of war, leisure has prac t ically become a 
monopoly of the sick , the infirm, and the powerful. 
Keynes' unempl oyment equilibrium theory is increas-
ingly popular and is being tried on an expanding scale. 
Labor's demand for short er hours and more leisure is but one 
of the steps in that direction that has been taken in this 
country. 
1. Hansen, "Full Recovery or Stagnation?" p. 31. 
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e. National Association .Qf Manufacturers 
The National Association of Manufacturers believes 
that free enterprise can and will provide the necessary me-
chanics for postwar prosperity, for an economy of plenty; that 
it will assume the responsibility for production on its own 
initiative, spurred on by competition. 
The Association which consists of 7,600 members who . 
employ well over 60 per cent of all those employed in manu-
facturing industry, and who influence the thinking of a large 
portion of other employers and workers, should receive con-
sideration in any discussion of the American system of free 
enterprise. 
Frederick . C. Crawford, president of the Association, 
in defining free enterprise refuses to call it a system, for 
he says that a system is man-made, as any of the State con-
trolled or totalitarian economies, but that free enterprise is 
simply human nature expressing itself in a free land. His defi-
nition is: 
"Free enternrise is a term used to de-
scribe the freedom of ~individual to 
assume responsibility for production 
upon his own initiative, spurred on by 
com~etition, restrained o.nly by govern-
men al ~olfcing for the general welfare, 
and stimulated by a free flow of capi-
tal.ui 
1. Crawford, Frederick c., "Private Enterprise and Capital 
Needed for Postwar Rehabilitation," Commercial and 
Financial Chronicle, Vol. 157, No. 4154, February 25, 
1943, p. 756. 
Convinced that free enterprise is essential to 
America's progress, the Congress of American Industry, spon-
sored by the NAM, at its War Congress in December 1939, set 
forth a Declaration of Principles Relating to the Conduct of 
American Industry. The Declaration states that the very es-
sence of the system is the 
"right of citizens to pursue their indi-
vidual likes and interests, including the 
right to acquire, own, and use property, 
all within the restraints of good citizen-
ship." · 
The individual is encouraged by opportunity of pro-
fits or of advancement and the incentive of competition. Com-
petition is considered the driving force that opens markets, 
creates new products, and produces goods in such volume and at 
such low prices that all may share in the abundant life. The 
Association further believes that any unnecessary curb on com-
petition effects a curb on opportunities, on jobs, and on 
higher standards of living; that competition acts to prevent 
monopolistic control and works for the common good. 
But does the NAM really wish an ''economy of plenty," 
or instead a high consumption economy which will create an 
effective demand for high production? Continued production is 
predicated on reasonable profits. If we had an economy of 
plenty, everything would be free. It is scarcity of goods 
1. 11 Declaration of Principles Relating to the Conduct of 
American Industry," p. 4. 
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which causes price. If there were no price, there would be no 
profit; and therefore there would be no production. It is cer-
tain that most of the manufacturers are not in industry from a 
purely philanthropic motive. 
The Association platform claims that labor has the 
right to bargain collectively, that "the employee -should have 
the right to join any labor organization he wishes, or none at 
1 
all, as he may deem in his own interests." It says that it 
is not urging the repeal of the Wagner Act, but that in its 
criticism of the Act and the administration by the Labor Board, 
it simply joins with bar associations, labor organizations, and 
agricultural associations who have repeatedly urged its amend-
ment. 
One of the p~mphlets2 published by the Chamber of 
Commerce of the United States says that labor's increasing par-
ticipation in financing of private enterprise is an important 
forward step in the system of private initiative. The right 
of labor to organize has now been written into the law of the 
land, and leaders of labor are consulted by public officials. 
The NAM considers the function of government in 
business simply one of policing, offering opportunity for in-
1. "Little-Known Facts about America at Work," National 
Association of :Manufacturers, New York, 1943, p. 25. 
2. "The American Economic System Compared with Collectivism 
and Dictatorship," Chamber of Commerce of the United 
States, Washington, D. c., 1936, p. 9. 
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dividual enterprise to develop, with protection against cr~e 
and predatory incursion, but that there are some areas, as in 
the telephone, electric light, and certain other utility fields, 
in which the government regulation is not only appropriate but 
essential. 
Research seems to show that if the National Associ~ 
ation of Manufacturers is now operating by these standards and 
principles, it has not always done so. I do feel that the 
suspension of the normal economic processes necessitated by the 
war, and the absolute control exercised by the Government, 
have caused the Association to see the error of its ways, and 
that the free enterprise system of the postwar economy will 
be much more beneficial to and considerate of the worker. So 
much of the system is worthy of reestablishment that if cer-
tain controls are permitted~ the mutual interests of employer 
and employee, capital and labor, will be served. 
The Association believes that poverty is no longer 
inevitable, nor that a collapse_ must follow the war, for they 
now have the weapons at hand for "controlling or prolonging 
a boom and of offsetting and shortening a depression."1 Using 
these weapons intelligently, can we be the masters of our eco-
nomic fate? 
1. Th_e United States in the New World, Part III: The Domestic 
Economy, "Promises and Fears," Supplement to Fortune, 
December 1942, p. 2. 
Toward the attainment of an economy free from peri-
odic depression, recovery, boom, and recession, both employer 
and employee must make sacrifices, call them nopportunity 
costs," if you will. William Brown, Eastman Professor of 
Political Economy at Brown University, says that our hopes 
and plans for the future will depend on whether the American 
people are willing to make "short-run sacrifices to attain 
long-run advantages."1 
f. Encyclicals of Popes Leo Kill~~ ll 
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Catholic social teaching does not prescribe a con-
crete program, but recognizing that ec onomic and moral laws 
are in harmony rather than in conflict with one another, it 
believes there should be certain changes in the system of free 
enterprise as it has been practiced for the past several dec-
ades. 
and again 
"Free competition and still more economic 
domination must be kept within just and 
definite limits and must be brought under 
the effective control of the public author-
ity in matte2s pertaining to this latter's 
competence," 
"Free competition, however, though within 
certain limits just and productive of good 
results, cannot be~he ruling principle of 
the economic world. n3 
• 
1. Brown, uThe Future Econorilic Policy of the Uni.ted States," 
P• 12. 
2. Pius XI, Pope, "Quadragesimo Anno," p. 30. 
3. Ibid.' p. 25'. 
Unrestrained competition, the laissez-faire concept 
of economic order, has operated to the benefit of one class 
only, a small wealthy group, and the wage earner, the prole-
tariat, has been left to the mercy of this class. The Holy 
Fathers express through their Encyclicals their belief that 
the remedy for this class warfare lies in two reforms of the 
existing social order. 
The first reform would reestablish some form of 
guild or occupational group, binding men together in society 
according to their respective occupations, and not according 
to the positions they occupy in the labor market. Men in the 
labor market are now in two classes, as two camps fighting 
each other. It is not because they hate each other, but 
their objective interests are antagonistic. The aim of .the 
Holy Fathers is to abolish the conflict and foster and pro-
mote harmony. 
The principal qualifications of these occupational 
groups, according to Pius XI, 1 are that they are autonomous; 
include whole professions and industries; become federated 
with other constituent groups; have the right of free organi-
zation, assembly and vote; and should dedicate themselves to 
1. "The Church and Social Order," National Catholic Welfare 
Conference, Washington, D. c. P• 30. 
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the common good. Governmental protection and assistance should 
runction in the establishment of justice and the general wel-
£are in economic life. 
The employers and employees within each industry or 
service organized into an occupational group would seem to be 
the natural or spontaneous development of civil society; those 
of the same trade or profession combining just as in nature 
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those who live near one another form into municipalities. Un-
der the general supervision of the State, representing the 
interest of the public at large, these groups would have the 
authority for planning and regulating within their own particular 
industry. 
On questions of policies of a particular industry, a 
joint council of employers and employees would settle matters. 
~estions of broader implication, as of price policy, could be 
voted on by a high council composed of representatives of that 
industry, o£ labor, and of related industries, those furnish-
ing raw materials or buying the products. Government would 
harmonize the demands of particular industries with the de-
mands of public policy. Matters of prices, standards of wages, 
profits, fair trade practices and labor policies would be con-
sidered in like manner. Each industry could settle its own 
problems, provided it gave due consideration to the common wel-
fare. 
Captial and labor being the main pillara or modern 
economics, the Holy Father would treat them just alike, thus 
avoiding the danger or collectivism or indivdualism. Com-
mutative ju stice supported by Christian charity would be the 
foundation for payment or a just wage. Pius XI himself sum-
marizes the Social Order in one sentence: 
"The public institutions or the nations 
must be such as to make the whole or human 
society conform to the common good.nl 
The Social Order is not to be confused with the Fas-
cist corporate state. The corporate Fascist state has effected 
a certain amount or ~ood for the Italian people, creating a 
national pride which has brought about improvements in sani-
tary living conditions and in education, shorter hours for wage 
earners, and an improvement in real incomes of the common peo-
ple; but the Holy Father thought it opportune in his Encyclical 
to mention the Fascist state which was pretending to be the 
realization or the Social Order. 
There are three principal defects of the Fascist 
organization. First, it is totalitarian, the state is omnipo-
tent. The corporations are "true and genuine organs and insti-
2 tutions or the State," and direct the activities or the un-
ions, as pertain to matters or common interest. 
1. Pius XI, Pope, "Quadragesimo Anno,n p. 30. 
2. Ibid., p. 26. 
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Secondly, in the Fascist organization the state le-
gally recognizes the syndicate 'or union and grants to it some 
of the features of monopoly. While other guilds are not forced 
to join the Fascist one~ they must pay dues, and the tariff 
agreements made by the syndicate are usually binding on the 
free guilds. This is. in contrast with the separation of the 
Holy Father's plan. 
Thirdly, the Fascist trade organizations permit sepa-
rate unions of employers and workingmen. These separate unions 
make for class warfare ·rather than minimiz~ it.1 The vocation-
al corporations of the Social Order forbid strikes and lock-
outs. When the contending parties cannot agree, public author-
ity intervenes. 
Some of the fears about Fascism are that the state 
will substitute itself for private initiative instead of giv-
ing only necessary help and assistance; that the new institu-
tion is excessively political and bureaucratic, and that it 
. 2 
may serve particular aims rather than the common welfare. 
The occupational groups, existing for the benefit of 
social welfare, can be fitted into any political system except 
the totalitarian state. Could these occupational groups take 
1. Nell-Breunin*, Oswald Von, s. J ., ttReorganization .of Social 
Economy, The Bruce Publishing .. Company, Milwaukee, 
Wisconsin, 1939, p. 255. 
2. Pius XI, Pope, "Quadragesimo Anno," p. 27. 
from the government those social functions with which it is 
now encumbered, break down the bureaucracy, and greatly de-
crease the crushing impost of taxes, we would then have a 
self-governing industrial democracy. Social insurance, hous-
ing, health, child welfare, and many other activities are 
naturally performed by private cooperation of the social 
orders rather than by the political arm of the national gov-
1 
ernment. 
This plan for economic order would be removed from 
the anti-democratic planned economy of the dictatorial gov-
ernment and the anti-democratic unplanned economy of the 
laissez-faire capitalism which permits domination by the self-
ish capitalistic class. 
The Social Order does not subordinate labor to capi-
tal nor capital to labor; both are subordinated to society. 
Neither Pope Leo XIII nor Pope Pius XI intended to hand over 
society to the State, for they took great care to vindicate 
the rights of society against encroachment on the part of po-
litical power. The occupational groups existed before the 
State and, though they have a right to protection of the State, 
retain their existence and self-government. The common good 
is the incentive of the Social Order; profits, of capitalism. 
1. Parsons, Wilfrid, "Papal Plan for Social Reconstruction," 
The Catholic Mind, Vol. XL, No. 942, March 22, 1942, _ 
pp. 8-9. 
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The Social Order builds on the family; capitalism, on the 
individual. The Social Order believes in regulation and con-
trol; capitalism repudiates regulation and control. The Social 
Order considers itself a partner of labor, while capitalism 
considers labor a commodity to be bought and sold.1 
If the leaders in the field of management and lead-
ers in ·the field of labor can be brought to s ee that their aims 
are identical or complementary, there will be more of "God in 
our thinking." Pope Pius XI points out that there has been a 
certain degradation of the majesty of the state, which, in-
stead of being enthroned like a queen. and supreme judge, has 
been letting i t self become a slave, delivered and bound over 
to the service of human passions and greed. The government, 
faithless to its duty of protecting the weak, has given rein 
2 
to the exploiting classes, thus becoming their ally. Not 
only the acts of individuals but also the acts of the nations 
as well must be for the common good. 
We have assimilated too much individualism in this 
country, and it is this philosophy of individualism which is 
not consistent with our Constitution. It is said that the 
tensions which exist in our American economy arise from 
1. Willigan and 0' Connor, "Social Order," Longmans, Green and 
Company, New York, 1941, p. 636. 
2. Fur fey, Paul Hanly, "A History of Social Tho1.1ght," The 
Macmillan Company, New York, 1942, p. ·400. 
"a failure and refusal to extend to our 
economic life the sound scholastic prin-
ciples which underlie our Constitution."l 
The second reform to bring about the true remedy of 
our present system is a reform of morals and a renewal of the 
Christian spirit. To paraphrase the words of Pope Pius XI, it 
is difficult under the social and economic conditions of these 
. 2 
days for man to pay attention to his eternal salvation. The 
faithful observance of Christian charity will pour into the 
heart an inner peace which the world knows not, and will final-
ly cure the ills which oppress humanity. If the individual 
practices those obligations which social justice places upon 
him for the common good, the result will be intense economic 
activity of the nation.3 
Numerous articles appearing currently show that many 
leaders are realizing the necessity of considering the dignity 
of man, the soul of man, and his eternal destiny. 
1. lllilligan and 0' Connor, "Social Order," p. 637. 
2. Pius XI, Pope, "Quadragesimo Anno," p. 36. 
3. Husslein, "Christian Social Manifesto,'' p. 327. 
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B. Socialism Conflicts !11h Principles qf. ~Enterprise. 
Some there are who believe that the American economic 
system should be replaced by socialism in one of its many forms. 
Basically, this would . mean the substitution of government owner-
ship and control for private ownership and individual initiative. 
The degree of control depends on the type of socialism. 
Fairchild der'ines socialism as 
"a program of reform which repudiates 
private ownership of the means of pro-
duction and competitive control of in-
dustry; it proposes a type of society in 
which productive capital will be . owned 
collectively and economic activity will 
be controlled by authority." 
The system condemns private property as a factor for 
inequality of income and injustice to mankind, saying that men 
cannot have equal opportunity for self-development so long as 
some have the privileges of property and others are born in 
an environment of poverty, ignorance, and hopelessness. Pope 
Leo XIII regarded community of goods, the main tenet of social-
ism, as contrary to the natural rights of mankind, and as injur-
ious to those whom it is meant to benefit. Confusion and 
disorder result. The first essential principle in the allevi-
ation of the condition of the masses is the inviolability of 
1. Fairchild, Fred Rogers; Furniss, Edgar Stevenson; and Buck, 
Norman Sidney, "Economics," Revised Edition, The 
1~cmillan Company, New York, 1940, pp. 754-?. 
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1 private property. Because of the two-fold aspect of owner-
ship, individual and social, public authority may, provided 
natural and divine law be observed, define in detail what is 
licit and illicit in the use of property. On the other hand, 
Pope Leo was not spea~ing in defense of wealth or of the 
abuses of private ownership so prevalent in our social system. 
Socialism condemns competition as wasteful of r ·e-
sources and effort, and brings results which end in warfare 
in and between nations. The socialist believes that the wage 
system is a species of slavery; that the condition of the 
worker under the capitalistic system is hopeless; 2 that all 
classes of wage earners, employers, and even the capitalists 
are slaves to the passions of self-interest and greed which 
the competitive system arouse~. 'fuereas the Socialist former-
ly believed that the value of an economic good was determined 
by the labor expended on it, and that all the returns from 
economic enterprise should accrue to labor, the marginal 
theory of value has been almost universally adopted now. The 
cry of the socialist's doctrine is "production for use, not 
3 for profit," and the profits and losses, now earned or suf-
fered by private enterprise, would be absorbed by government. 
1. Drummond, Wm. J., s. J., 11Papal Encyclicals and the Right 
of Ownership," Copy of Radio Address, July 1943, p. 1. 
2. Willigan, Walter L. and O'Connor, John J., "Sociology," 
Longmans, Green & Company, New York, 1939, p. 340. 
3. "The American Economic System Compared with Collectivism 
and Dictatorship," p. 22. 
Socialism minimizes personal initiative and the inventive 
spirit which are so closely connected with competition. 
Ind i vidual liberty is endangered; religion and the moral law 
are disregarded. 
1. State Socialism 
State Socialism would have the ownership vested in 
the present territorial states rather than in groups accord-
ing to industries, as favored by the syndicalists or guild 
socialists. 
The ownership of the means of production may be in 
the hands of different political units as state and munici-
palities, but the central government would own and control 
the industries of nationwide significance. The government 
may permit individual enterprise to conduct some of the in-
dustries providing goods are sold under controlled prices. 
When in full working order the wage is the only possible 
income, and everyone except the aged, children and defectives 
must work or starve. The State would provide for them. The 
system provides universal suffrage, unicamer al legislatures, 
and proportional representation. Officials hold office for 
a short time. 
This branch of Socialism had its rise in Germany in 
the teachings of Karl Rodbertus and Ferdinand Lasalle, about 
the middle of the 19th century. Louis Blanc, writing toward 
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the end of the July Monarchy in France, had in a sense antici-
pated this program of the State Socialists, for he asked for 
State intervention to remedy the evils of the society of the 
time, and hoped it might be a preparation for a future society. 
The theory of Rodbertus, who drew much of his inspiration from 
the Saint-Simonians, was based on "the conception of society 
as an organism created by division of labor. 111 He believed 
that as soon as the individual became a member of economic 
society, he no longer depended upon himself but became asso-
ciated with and dependent upon his fellow workers. Though 
Rodbertus did not say that labor of itself created value, he 
never denied it. He believed that production and distribution 
were social obligations and could best function by a greater 
degree of State control. 
Lasalle's socialism was very like that of Marx, if 
anything, asking for a more strict limitation of the rights 
of private property. In fact, he believed that private prop-
erty would entirely disappear in a couple of centuries. He 
urged the workingmen to fight for political and economic 
rights. Lasalle made an appeal for State intervention as 
opposed to the laissez-faire doctrine. 
1. Gide, Charles and Rist, Charles, "A History of Economic 
Doctrines," D. C. Heath and Company, Boston, 
PP• 417-8. 
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These socialists believed that the State could bring 
about a moral solidarity that was more fundamental than any 
which an economic association could effect, that the State had 
a real duty of working for the "civilization and well-being" of 
the members of the State.1 
The Iron Law of Wages, associated particularly with 
the name of Lasalle, was really Ricardo's classical wage theory. 
It meant that the wage of labor was destined to remain, under 
the system of free enterprise, at just about living costs, for 
the 
"formation and accumulation of capital _ 
must remain in the hands of the capital-
ists, rather than the hands of the labor-
ers who lack the means of production."2 
This theory of wages was not due to disregard for the 
workmen's property rights, but it was believed that the condi-
tion of the working class was hopeless. Labor was hel~ to be 
a commodity, which had a natural price and a market price as 
did a commodity. The natural price, the cost of production, 
was that necessary to permit the laborer to subsist and con-
tinue the race but without any increase or decrease in pop-
ulation. The market price, that price actually paid, it was 
believed would conform to the natural or normal price. The 
1. Ibid., PP• 414-39. 
2. Nell-Breuning, "Reorganization of Social Economy," p. l36. 
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theory gave little regard to the demand price of labor. 
Of course, the theory does not hold. Labor is not 
a commodity having all the characteristics of other goods; and 
the cost of subsistence cannot be definitely measured. Labor 
does have a demand and a supply price, and these vary. We 
have proved here in the United States that 
"effective labor organization is able 
to raise the scale of wages above fhe 
minimum required for subsistence." 
In its original plan, State Socialism aimed at ex-
tended State legislation and regulation of industry, the 
establishment of workers' producers' cooperatives, subsidized 
by the State, which, in competi.tion, would bring about the 
downfall of capitalism. 2 In practice, there is a compulsory 
labor front, with no collective bargaining and no free labor 
unions. Neither the employee nor the employer has any choice 
in the s ettlement 'or labor questions. Children, the charges 
of the State, have no better chance for improvement than did 
their parents, whose whole life is . in complete control of the 
State. For the surrender of the individual liberty, the State 
provides employment and subsistence of a sort. 
1. Watkins, Gordon S., Ph.D., "An Introduction to the Study 
of Labor Problems," Thomas Y. Crowell Company, New 
York, 1922. p.73. 
2. Ross, Eva J., "Fundamental Sociology, 11 The Bruce Publish-
ing Company, Milwaukee, Wisconsin, 1939, p. 415. 
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Since no full-scale trial has been made of State 
Socialism, it is hard to predict what it might do in our midst. 
2. Fabian Socialism 
A modified State Socialism is found in the Fabian 
Society of England. It was established about 1883, by a group 
of middle-class professors and students, including Sidney and 
. 
Beatrice Webb, George Bernard Shaw, H. G. Wells, and J. Ramsay 
MacDonald. In keeping with the English temperament, they 
believed that the transition from Capitalism to Socialism 
could not be accomplished by sudden revolution as Marx pre-
dieted, but could be effected through education and propaganda 
in a peaceful and gradual manner. They took the name of 
Fabian from Fabius Cunctator, the adversary of Hannibal, to 
emphasize the difference between themselves and those who 
exercised brute force. They rejected such teaching of Marx 
as the theory of surplus value and adhered to the marginal 
utility theory of value held by John Stuart Mill and Jevons. 
The Fabian socialists believed in state control of 
certain public utilities, and redistribution of income through 
progressive taxation, heavy inheritance duties, and especially 
1 
taxation on land. 
1. Ross, "Fundamental Sociology," p. 416. 
They did not try to replace the bourgeois supremacy 
or entirely to liberate the worker from the tyranny of the wage 
system, but rather trto organize industry in the interests of 
the community as a whole." 1 
Webb believed that socialism is being realized with-
out conflict, that our legislators are socialists without know-
ing it. He says that the slice after slice that is being taken 
from the profits of capital and from the incomes of rent and 
interest, the amount of direct trade carried on by Government 
in the way of construction and public facilities, show a waning 
of authority of the capitalists and growing importance of col-
2 
lective government. 
The Fabians spread their information through confer-
ences and the publication of pamphlets and newspapers. The 
Fabian Essays published in 1899 were a collection of articles 
on social conditions of different kinds. 
3 • Communism 
Communism, whether voluntary or coercive, stemming 
from the same body of economic doctrine as Socialism, is the 
most revolutionary of the isms. It accomplishes by threat and . 
1. Gide and Rist, "A History of Economic Doctrines," p. 584. 
2. Ibid., P• 585. 
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force what Socialism attempts to gain by legislative enact-
ments: the government ownership and control of the machinery 
of wealth creation. The two-fold aim of this Socialism which 
has degenerated· into Communism, is "merciless class warfare 
and complete abolition of private property.n1 These have 
77 
always been the starting points for any controversy with Social-
ism. Communism socializes all property; socialism, all pro-
ductive property. In Communism there is a greater degree of 
common life, and uniformity in matters of education, food, 
dwelling, and clothing. Both systems identify the community 
with the working class. Communism overthrows governments, 
wages war on religion as an enemy of the worker, "and denies 
the natural rights of man112 
As Communism has worked out in Soviet Russia, there 
is still class distinction, but of a political nature--mem-
bership in the Communist Party. The great body of the citi-
zenry have no voice in the control of politics, but are under 
the sway of a small ruling group of communist dictators. Those 
holding political beliefs contrary to the doctrines may suffer 
privation, banishment or even death. Man are told where and 
when they may work, and must accept and obey economic and 
1. Nell-Breuning, "Reorganization of Social Economy," p. 285. 
2. Sheed, F. J., "Communism and Man," Sheed & Ward, New 
York, 1938, p. 238. 
' 
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political principles laid down by the dictatorship. Peasants 
refusing to cooperate with the dictatorship have been brought 
into line with a weapon called organized famine. 
Estimates say that the Soviet government allowed some 
three or four million people to die in the famine of 1932-33· 
The government could have prevented this loss of life, but it 
1 preferred to starve the peasantry into submission. Schools, 
under government control, spread the doctrine of Marxian Com-
munism so -that the younger generation will not be able to give 
expression tot heir natural spirit of independence and initia-
tive. 
The ownership and control of the means of dissemina-
tion of news and information are in direct contrast to the 
American right of freedom of speech and of press. 
Soviet communism claims greater economic security 
for the individual, prevention of unemployment, and a higher 
standard of living, but conditions in Soviet Russia show the 
actual standard of living ~o be far below that of the poorer 
workers in capitalistic countries and especially lower than 
2 
in the United States. 
1. Furfey, "A History of Social Thought," p. 389. 
2. "The American Economic System Compared with Collectivism 
and Dictatorship," p. 9. 
It is impossible to obtain figures on the Communist 
Party in Russia at present, but since membership in 1917 in-
cluded 2/100 of one per cent of the population and that of 
1936 showed about 1 1/2 per cent of the population, 1 one can 
see that growth has been very slow, and that is in a country 
of coercive communism. There have been a number of voluntary 
communistic colonies in the United States based on a system 
of social and economic life in which private property was 
abolished and goods were held in common. 
"Communism may have a certain success 
for a short time, but its success can 
scarcely be called human; it produces 
a certain spurious material prosperity 
only at the expense of human ~appiness, 
human rights and human lives. 
It may be argued that a socialist system which stops 
competition and deprives man of an opportunity to accumulate 
wealth, would destroy in man his strong incentives to self-
improvement. Progress, which depends so much on pioneering 
of individuals, would be retarded in the static civilization 
created by socialism. It may also be pointed out that the 
highest standard of living, the highest wages, and the high-
est measures of well-being in the world are found in those 
1. Ibid. 
2. Drummond, "Papal Encyclicals and the Right of Ownership," 
p. 3. 
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nations which enjoy the economic system of individual initia-
tive and free enterprise •1 · 
c. Capitalistic System the Best ~s of Assurj_ng 
Maximum Benefits 1£ Free Enterprise. 
If capitalism is the best means of assuring maximum 
benefits to free enterprise, it is imperative to know what we 
mean by 11 capitalism.u Herbert W. Bohlman says in his book, 
uour Economic Problems," 
"Our capitalistic system ••• is based 
on individual freedom and private owner-
ship of the means of production. The 
central idea ••• is that men and women 
will plan and save and work for their 
own benefit and thereby unconsciously 
do the things that are for the best in-
terests of all of us."2 
Capitalism is not of recent origin, but began in the 
far distant past. Comparatively recent excavations in Egypt 
and Asia ~.!finor have brought to light millions of clay tablets 
which tell the story of enterprise and trade--capitalism--as 
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it existed four thousand years ago. In ancient Babylon there 
were large business organizations, banks of deposit, insurance 
companies, and an organization of society, not radically unlike 
our own. Even factory production goes back a long way, for a 
toy-making town, Chanhu-Daru, on the banks of the Indus, might 
1. "Compton's Pictured Encyclopedia, and Fact Index," 
F. E~ Compton & Company, Chicago, Vol. 13, 1942, 
p. 181. 
2. Bohlman, Herbert W. and Bohlman, Edna McCaull, "Our 
Economic Problems, 11 D. c. Heath & Company, Boston, 
1942, p. 546. 
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be called a preview or forerunner of Nurnberg.l 
Slavery existed when George Washington was inaugurated 
President of the United States in 1789. The moral fervor of 
our countrymen soon abolished it. Our capitalistic system has 
provided means and money · for education of every kind. From 
early days, banking, shipping, mining and related fields of 
i ndustry and commerce have been associated with the bolder 
spirits, the traders, the capitalists. Corporate enterprise 
has made possible research in science and technology. A quarter 
of a million dollars is spent yearly on research. Science and 
technology are built on every new invention and discovery. 
"Enterprise is the natural colla bora tor of inventive genius. u2 
Nations have risen from barbarism and poverty to 
abundance and culture through organized production and exchange 
--capitalism. The product of a day's work has been 'multiplied 
tenfold since Washington's time. New machines, processes and 
means of transportation have been responsible. 
Projecting our economic system a step forward, Karl 
Marx regarded the corporation as the coming government in that 
it has governmental powers "for public ends." If powers are 
used properly they are beneficial, but if not they amount to 
1. Snyder, Carl, "Capitalism the Creator," Abridged Edition, 
Committee for Constitutional Government Inc., New 
York, 1943, p. 5. 
2 • Ibid. ' p. 6. 
robbery of the masses. What 1~rx did not consider was that 
if the corporation is above the optimum size, it spells in-
efficiency. 
He believed that the Bessemer process, the conveyor 
belt and electricity brought about the corporation, the trust 
and the combination; that mass method production will dictate 
a political and social reorganization where wealth will be 
held in common and private property and free enterprise will 
1 
disappear. 
Possibly one third or one half of the total ,indus-
trial output of the United States comes from ten or twelve 
industries scarcely heard of forty or fifty years ago. The 
motor industry, the new chemical industries, rubber,rayon, 
electric power, radio and scores of others are creations of 
almost our own day. Millions of shareholders, large and 
small, own these enterprises. 'Profit-sharing plans provide 
a means of dividing the fruits of industry at the source 
where wealth is created. Prominent companies, such as the 
Standard Oil Company of Indiana, Sun Oil Company of Phila-
delphia, and the Amerada Corporation of New York are among 
those using the stock ownership plans, which enable labor to 
save and to acquire property. Some companies provide for 
1. Corbett, .James F. and Colvin, Minna, "Modern Economics," 
The Macmillan Company, New York, 1938, p. 
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stock-buying privileges; others give stock outright for years 
of service, special skill, and the like.1 It must be remem-
bered that these so-called profit-sharing plans are not profit 
sharing unless a fair and just wage is paid before this divi-
sion of profits. 
Large scale production, commerce and distribution 
provide capital for further expansion, for greater wealth 
creation. In our modern economic organization, it is neces-
sary to have trained managers, and they, too, are entitled to 
a share of the wealth created. Employer, employee, and man-
agement all share in the economic wealth produced. 
Honorable Ralph A. Bard, Assistant Secretary of the 
Navy, speaking at the Waldorf-Astoria Hotel, New York, recent-
ly told of the tremendous expansion of the Navy's industrial 
plant, Navy civilian employees, which, under the stress of 
global war, has grown from 74,000 in 1939 to 684,000 at the 
present time. He says this expansion has brought the same 
problem of labor-management relations that confronts private 
industry. 
" • • I am more firmly committed to the 
conviction that the future not only of 
free trade unions but of free capitalistic 
enterprise--which has made this country 
great--can be secured if management and 
labor face with honesty and realism the 
inescapable fact that they must learn to 
1. Willigan and O'Connor, "Social. Order," p. 109. 
live together happily to preserve and 
expand the economic system upon which 
both free labor and free enterprise 
depend for their continued existence. nl 
Could not Honorable Bard just as correctly have said 
that it is the devotion of our people to right, in opposition 
to their own selfish interests, that has made our country 
great? The results of labor-management programs in our post-
war capitalistic economic system should equal the results ob-
tained in the Navy's industrial plant: closer cooperation, 
better understanding of each other's problems, more friendli-
ness in our relationships, and greater sacrifice on the part 
of all of us. 
Snyder says that inequality is the law of the uni-
verse, and he sees no reason why there should be any change 
84 
in the distribution of income. During the past decade an 
extensive study was made by the Brookings Research Institution, 
the results of which were published in four volumes: "America's 
Capacity to Produce," "America's Capacity to Consume," "The 
Formation of Capital," and "Income and Economic Progress." 
In the third volume, the Brookings Institution proved that it 
did make a difference--a big difference--whether the national 
income is divided equally among the citizens or whether the 
workers get a pittance and the owners get all of the balance. 
1. Bard, Honorable Ralph A., "Labor Relations in the Navy," 
The Catholic Mind, Vol. XLI, No. 972, December 1943, 
P• 49. 
The study proved that business enterprisers will not invest 
their savings in new capital goods unless the expansion out-
look is good. Outlook will not be good unless total market 
for manufactured goods expands; market will not expand unless 
demand for consumption goods expands, and demand for consump-
tion goods will not expand without sufficient purchasing power 
in the hands of labor. And the conclusion is: wage earners 
have not this purchasing power. 1 
A list of recommendations, which caused a deep im-
pression, was presented to American business by the Institu-
tion. The sum total of the recommendations was that if 
American business was to progress, there must be a policy 
of increased wages or iower prices, or both. 
What will the postwar plans bring? 
1. Economic Power jn the Hands of ~ Industrialists 
If we are going to avoid State Socialism, Fabian 
Socialism, Communism, Nazism, Fascism or any of the other 
totalitarian forms of economy, we must keep economic power 
in the hands of industrialists, subject to regulation by the 
Government for the common good, in the control of men who know 
the "how" of business. Patriotic citizens have accepted the 
imposition of "positive control" over their comings and goings 
1. Trehey, Rev. H. F., "Make Industry Democratic," The Cath-
olic Mind, Vol. XLI, No. 972, December 1943, pp. 46-7. 
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for the duration, but do not wish the control to continue after 
the war. 
As in a corporation which is above the optimum size, 
with governmental planning there is likely to be inefficiency 
and duplication. In many instances, the governmental agencies 
have never had clear authority, and other agencies have been 
1 designated to perform the same functions. One veteran of 
World War r, who wished to offer his services in this war 
emergency, had to make out at different times a total of 18 
identical applications before he was told to report at the 
airport for examination. 
Does it not seem reasonable that those who have been 
in industry should have a share--and a large share--in the 
postwar planning and postwar managing? And it is well to 
remember that the workers who carry out the orders have ex-
perience that will be valuable in new production plans. The 
Committee for Economic Development, made up of businessmen, 
Government officials and economists, shows cooperation of the 
different groups which make up our economy. America's 2,000, 
000 employers must start postwar plans now to provide seven 
to ten million more jobs than in 1940. The skilled executive 
should be a person who can organize, deputize, and supervise~ 
1. Travis, James, "Principles and the Plannersi" Catholic 
World," Vol. CLVIII, No. 944, November 943, P• 131. 
Men who can do this, who have training, ability, and knowledge 
are in business by the thousands. 1 
2. Permits Individual Freedoms 
a. To acquire, ..Q!ill and~ property within the restraints of 
good citizenship 
The freedom to acquire, own and use property within 
the restraints of good citizenship, is assumed in our Consti-
tution, and no government, national or state, has the right 
to deprive a citizen of property without due process of law. 
Amendments V and XIV of the Constitution especially grant pro-
tection on this score. 
This freedom comes from the natural law, of which 
God himself is the author, and under which man must provide 
for himself and family. St. -Thomas Aquinas says: 
"It is lawful for a man to hold private 
property; and it is also necess~ry for 
the carrying on of human life." 
The right of ownership carries with it the right and 
the responsibility to use for the co~~on good--to use within 
the restraints of good citizenship. Upon this basis of pri-
vate property rests our future social stability. nEven though 
a man does not live by bread alone, he certainly cannot live 
1. Ibid., p. 132. 
2. Leo XIII, Pope, "Rerum Novarum," p. 13. 
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without it. 111 
b. !Q pursue occupations of one's Q!n choice 
The right to pursue an occupation of one's own 
choice is also recognized in the Fifth Amendment of our Na-
tional Constitution. Man is protected against being deprived 
of his liberty. Powers not delegated to the United States 
are reserved to the several states and the people. The state 
constitutions do not direct any individual or group as to 
2 
what occupation they must take up. It is, however, valid by 
"due process of law" to place restrictions on occupational 
liberty. The law may designate, and rightly so, the prepara-
tion for certain professions which are for the common good, 
as for medicine, law, nursing, and teaching. It is often nec-
essary to pass severe tests of competence and character be-
fore entering a certain calling. Circumstances, as lack of 
finances · and health, may also r estrict one's choice; still 
no authority can normally dictate one's occupation. Still 
further restrictions are practiced by entrenched owners who 
can and do, if they wish, deny a qualified man a chance; and 
by unions which often deny work to outsiders. 
1. Zaritsky, Max, "Can Labor Prosper Under Free Enterprise," 
Saturday Evening Post, January 30, 1943, p. 25. 
2. "The Freedom We Defend," National Association of Manufac-
turers, New York, 1941, p . 10. 
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J. K. Javits, 1 writing of the essence of free enter-
prise, includes with the sanctity of contract and freedom to 
invest or not to invest, the right to work or not to work. 
The conscription of men and women for war work proposed by 
President Roosevelt in his message to Congress 1944 was start-
ling to most citizens and met with considerable opposition by 
members of Congress. It shows what could happen in the post-
war period. 
3. Means Qf Production Owned~ Individuals sn£ Corporations 
The basis of our economic system rests on the sanc-
tity of private property, the ownership by individuals of the 
wealth of production. To deny individuals or groups of indi-
viduals the right to own and use within the restraints of good 
citizenship the means of production, leads to some form of 
Socialism or collective ownership. One of the basic charac-
teristics differentiating the system from the regimental eco-
nomy is private property. The three principal forms of organ-
ization for ownership in our country are the single proprietor-
ship, partnership, and the corporation. The single proprietor-
ship is usually managed by the owner and he may have a few 
employees or do all the work himself. The partnership, owner-
ship by two or more persons, permits accumulation of greater 
funds for investment in business. The corporation is the child 
1. Javi ts, J. K., "The War on Free Enterprise, 11 Forbes. 
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of mass production enterprise. By means of it huge amounts of 
capital are brought together through the pooling of funds, the 
funds coming from hundreds or even thousands of individuals, 
to be used to build great factories, to buy expensive machin-
ery, and to accumulate inventories of materials. 
Karl Marx saw in the corporation a half-way step to 
Socialism, and Charles P. Steinmetz, who developed the alter-
nating-current -electricity for the General Electric Company, 
has proposed it as a s~bstitute for the Government. The cor-
poration is a creation of the government, considered as a 
legal person that may sue and be sued. "This 'person' exists 
only by the fiat of the sovereign state."1 
Mass production and the corporation of themselves 
are not evils, but the abuses which have grown up in industry 
because of them have led many to be strongly prejudiced against 
them. Shares of stock, representing equity in the corporation, 
are owned by many investors: institutions; employers, well-to-
do citizens, and more recently employees. Employees have been 
permitted to buy shares outright through weekly contribution 
from their pay checks, or to acquire them through bonuses or 
gifts. 
a. Stimulates and rewards initiative 
If you wish to make labor responsible, give it some 
property to protect. Every laborer is a potential owner of 
1. Cronin, "Economics and Society," P• 41. 
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some property, if not of the factory in which he works. If 
he sees a way of sharing ownership of 11his" factory, how much 
is he spurred on to exercise his initiative. There is a place 
for equal wages, and for unequal awards due to extra skill 
and initiative. Each laborer should receive a just wage, that 
is, a living wage, or if married, a family wage, but certainly 
to each according to his extra service. The New Deal has been 
criticized as being socialistic, communistic, attempting to 
equalize incomes by great reduction of the larger incomes, a 
program which some say will eliminate ambition and brains from 
industry. 1 It is not trying to equalize incomes but to make 
a better distribution of wealth, for by putting more purchas-
ing power into the hands of the lower income groups, they will 
be in a position to--and will--demand more consumer goods. 
This will give the capitalists an opportunity to invest the 
savings they have accumulated and to create more wealth. If 
there are no buyers, savings will not be invested. 
The New Deal had no intention to eliminate ambition 
and brains from production. The profit motive stimulates am-
bition and initiative in the employer and manager, and in the 
postwar period, "the 'proper' use of profits will be deter-
2 
mined by the character of American future ethics." As to 
1. Railway Age, "Unequal Incomes, Employment and Production," 
Vol. 114, No. 18, May 1, 1943, pp. 849-50. 
2. Fortune, "Freedom from Want,n p. 127. 
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the stimulation of worker initiative, many plans have been 
tried out in industrial organizations and are now being con-
sidered by others. (1) Get employees' ideas and suggestions, 
ideas on production, short-cuts, cost-reducing, i mprovement 
of material-handling methods, safety, etc. Packard Motor Com-
pany has such a plan. (2) Appraise suggestions fairly, 
promptly. Make any turndowns "hold water.n (3) Dramatize 
presentation of awards. Call the person to the office or take 
him out to dinner. M~ke it an item for the house organ. 
(4) Give employees recognition and praise. (5) Distribute 
employee-training pamphlets. (6) Give proper "inductiontt to 
new employees. A pamphlet telling the history of the company, 
its management, products and their use, r~kes the worker feel 
he belongs to the concern. The R. P. Mallory Company of Indi-
anapolis gives the new employee a talk about the policies and 
regulations of the c_ompany, and gives t he employee an 11 intro-
ductory notice" to help him contact proper individuals when 
sent to a department for an interview or work . (7) Pay fairly 
for accepted suggestions. Swift and Company, Eastman Kodak 
Company, General Electric Company pay on a percentage basis; 
others pay a s t andard sum. A $2 award for a $1,000 idea will 
not stimulate more suggestions. Servel Incorporated pays as 
much as $500 for a good suggestion. Tube Turns has paid from 
$ 500 to $1,000. General Electric has given as much as $85,000 
in one year for suggestions of employees, and more than a 
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million since the suggestion system has been in use. Illinois 
Central paid $21,000 to employees over a period of eighteen 
months; one man received $1,863 during this period. (8) Tell 
employees about the future. Allis-Chalmer Manufacturing Com-
pany has a folder, "Your Job Tomorrow." Some personnel men 
believe that if the workers were more confident about the fu-
ture they would do better work. (9) Present a copy of the 
annual report to employees. Make it simple, interesting, and 
~eadable, with plenty of pictures. International Harvester 
puts out an excellent booklet. It reports on orders, sales 
1 
and profits, financial condition, taxes, etc. 
These ideas are bringing results and show that many 
industrial leaders realize the value of considering and treat-
ing employees as equals. 
4. Government functions ~ ~ regulator 
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Many of the advocates of free enterprise, and espe-
cially members of the National As~ociation of Manufacturers, 
seem to look upon government as an intruder when it attempts 
to adjust economic activity to meet the demands of the common 
good. They look upon anti-trust laws, child labor legislation, 
1. Norton, Cy, "Is Your Employee Relationship Program Inte-
grated?" Printers' Ink, Vol. 203, No. 12, June 18, 1943, 
pp. 14-6, and American Business, "When the Suggestion 
System Needs a Shot in the Arm," Vol. 12, No. 11, 
November 1942, pp. 14-5. 
regulation of public health and working conditions, as checks 
on free enterprise. But minimum wage laws, restrictions on 
competition, and even limitations on incomes are within the 
power of the State, provided such measures are needed for the 
common welfare. 
The Declaration of Prlnciples adopted by the Congress 
of American Industry says that the re gulations governing the 
conduct of private enterprise 
"should be designed to stimulate, and not 
to stifle, the efforts of all elements of 
the national economy--including industry 
--to pursue their legitimate ends."l 
Furthermore, the Principles, expressing the think-
ing of American industrialists, denounce any regulations which 
go beyond the prevention of abuses and the protection of rights 
of individual citizens. When government moves into the field 
of affirmative control and direction, according to the Princi-
ples, it becomes a serious obstacle to effective functioning 
of enterprise. Especially would they have the labor legisla-
tion modified so as to "insure fairness to the employer, the 
2 
employee, and the public." To the NAM, expenses of govern-
ment (in normal times) should be drastically reduced and tax-
ation should be more equitable and less burdensome. Gustave 
1. "Declaration of Principles Relating to the Conduct of 
American Industry," p. 4. 
2. Ibid. 
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Stolper1 says that in a free country at peace the function of 
government is that of an auxiliary, not of a dominating force; 
and Reverend Wilfrid Parsons2 says the function of the State 
is to guide, watch, urge and curb. There is no doubt that in 
spite of the protest raised by many free enterprisers, govern-
ment in the postwar period will exercise a greater control in 
business than heretofore. 
One of the greatest conflicts in our democracy is 
that between interests that are special and those that are 
general. Americans are determined to preserve the American 
way of life but there must be some redefinition of our social 
and economic obligations. Will free enterprise be willing to 
pay the price of its short-run business "essentials," as high 
profits and unrestrained competition, to attain the long-run 
benefits of economic security? 
Free enterprise can work in harmony with the State 
in directing the total economic effort of our country, if the 
people look for means of maintaining economy by using social 
control in a positive way, and thus preserve a large part of 
their cherished free enterprise system. There can be partner-
ship between the State and private enterprise in the exploit-
ation of our great resources; in association of priVate with 
1. 
2. 
Stolper, Gustave, "Employment in War, Why Not in Peace," 
Nation's Business, Vol. 31, No. 4, April 1943, p. o8. 
Parsons, "Papal Plan for Social Reconstruction, 11 p. 9. 
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public capital in various projects, including foreign lending; 
cooperation to assure the prompt withdrawal from production of 
inefficient, obsolete and redundant productive equipment; a~d 
adoption by business of the policy, now urged by government 
through its war on monopoly profits, of passing on to the con-
sumer improved productive efficiency in the form of lower 
1 prices. 
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Orestes A. Brownson,2 writing in the middle 19th cen-
tury, said that the office of government is not purely repres-
sive, to restrain violence, to redress wrongs, and to punish 
the transgressor. It should combine men into one living body; 
to develop, strengthen, and sustain individual liberty and to 
direct it to the promotion of the commonweal. Those who con-
sider it a necessary evil, do it a wrong. It should not be 
distrusted, hated or resisted, except in its abuses; but loved, 
respected and obeyed, and defended at the cost of earthly 
goods, and if need be, of life itself. 
1. Brown, "The Future Economic Policy of the United States," 
PP• 49-51. . 
2. Brownson, Orestes A., ttThe Reason for Government, tt The 
Catholic Digest, Vol. 7, No. 7, May 1943, P• 58. 
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III. FULL EMPLOYMENT PRIMARY POSTWAR ECONOMIC PROBLEM 
Whether we consult the consumer, businessman, worker, 
labor leader, banker, or official of the Federal Government, the 
answer will be the same: our primary postwar economic problem 
is full employment. In fact, providing employment will solve 
automatically many other problems. 
Full employment will be of primary importance in win-
ning the fight against inflation. It will provide durable and 
non-durable consumer goods on which to spend the surplus funds 
in the hands of individuals. Banks will be able to lend their 
excess reserves for investment in industry. 
The individual by nature desires work. And as Paul 
Hoffman, president of the Studebaker Corporation and chairman 
of the Committee for Economic Development, says, 11 It is idle 
to believe that the American people ever again are going to 
1 
stand for mass unemployment." Labor will not soon forget that 
we had full employment for war purposes. Employment for war, 
why not for peace~ 
Elmo Roper, research director of the Fortune Surveys 
of Public Opinion, sounds a warning to short-sighted employers 
who may be using the present antipathy on the part of the pub-
lic against labor unions, as a means of undoing the good the 
1. Hoffman, Paul G., "Employment and Private Industry," 
Survey Graphic, Vol. XXXII, No. 5, May 1943, p. 177• 
unions have done. Though the public may be temporarily swayed, 
in the long run it is a fair and impartial jury. Its number 
one demand now is "full employment, under good working condi-
tions, at fair wages, with old-age security. 111 
A. Full Employment Demands Nationwide Cooperation 
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The local, state and national Committees for Economic 
Development are working hard to find real jobs for the estimated 
56,000 in the postwar labor force. But "the mere existence of 
enough jobs to go around does not solve the problem. 112 .Just as 
we have the elementary principle of exchange, the seller must 
find the buyer; so we have the elementary principles of employ-
ment which require that those who wish jobs must know where to 
find them, what.skills are necessary, and so on. 
During the war, employment agencies, operating under 
widespread employment controls, a system of priorities, and 
compulsory registration, have made it possible to transfer many 
thousands from less essential work to vital war work. Mainte-
nance of this wartime machinery will aid in shifting people 
from war to peacetime occupations; it will find the job for the 
man. It can serve demobilization and the peace. 
1. Roper, Elmo, "The Public Looks at Labor Unions," Harvard 
Business Review, Vol. XXI, No. 4, Summ~r Number, 1943, 
p. 4 31. 
2. Wae·lbroeck, Pierre, "Connecting Men and .Jobs, 11 Survey 
Graphic, Vol. Y..XXII, No. 5, May 1943, p. 194. 
During peacetime this will require the nationwide 
cooperation of all classes, labor, management, businessmen, 
and farmers. There must be unity of purpose--full employment. 
Mr. Hoffman puts the business problem in a nutshell: 
"The greatest danger to our free system 
is the practice on t he part of business 
of thinking of business first and America 
second; of labor thinking of labor first 
and America second; and of agriculture 
thinking of agriculture first. It is 
highly important that bus j_ness be the 
first group to get away from group con-
sciousness; that it approach postwar 
problems solely from the standpoint of 
general public welfare."l 
All classes must make an effort to employ as many 
men as possible in addition to the number on their prewar pay-
roll. The result: production in industry, in the mines, in 
agriculture. 
1. Full Production Exists for Consumption 
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It is said that during the depression of the thirties 
we did not have over-production but under-consumption. The 
working people desired economic goods but they could not create 
an effective demand, they could not absorb the goods produced, 
for they had not sufficient purchasing power. 
Granted that purchasing power is placed in the hands 
of consumers, can we produce in sufficient quantity to meet 
the demand? The magic production performance of our American 
1. Hoffman, op. cit., p. 177. 
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industry since Pearl Harbor should settle any doubt. Consider 
the supplies of war, mLUlitions, tanks~ planes, ships, for our 
own and for others of the United Nations--the military supplies 
delivered on lend-lease; consider the quantities of food and 
clothing supplied to our armed forces and to the people of occu-
pied territories; consider medical supplies furnished to the 
wounde~whoever and wherever they may be. 
Nature has endowed us with an abundance of raw rna-
terials, as this stream of supplies must prove. But we have 
a source of greater production and greater employment in the 
ret~n to cultivation of the remaining 38,ooo,ooo acres of 
land withdrawn from cultivation during the depression of the 
thirties. Nine million acres have been recultivated since 
1939.1 There is no question as to whether the products raised 
could be consumed. The goal of the United Nations Conference 
on Food and Agriculture was freedom from want in relation to 
food. 11 It means freedom that gives a secure, an adequate and 
2 
a suitable supply of food for every man." And yet Dr. William 
MYers, Dean of New York State College of Agriculture at Cornell 
University, says that it is nonsense to think of feeding many 
millions on the diet to which we are accustomed. What we used 
1. 
2. 
Hoover, Herbert, "The Food Front)' Vital Speeches, · Vol. DC, 
No. 17, June 15, 1943, p. 52b. 
Federal Reserve Bulletin, "The United N:ations Conference 
on Food and Agriculture," Vol. 29, No. 7, July 1943, 
p. 609. 
for lend-lease in 1943, ten per cent of our annual production, 
would feed only 13 or 14 million people according to our stand-
ard. He says that if direct consumption of our crops were sub-
stituted for · indirect consumption in the form of meat, we could 
greatly increase the number of people to be fed from a given 
quantity of crops. Though this change will not give as palat-
able a ration, "it will prevent starvation and provide a main-
tenance diet until European food production can be reestab-
lished.nl Even though people can exist on a small quantity of 
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food or on food of low nutritive value, the fact remains that 
some food must be taken into the: body. With this in mind, Amer-
ican economists have advocated an increase of agricultural pro-
duct ion. 
Our agricultural reso"tu>ces are not our only raw mate-
rials. Be.sides the great deposits of coal and iron, we have an 
abundance of timberland, from which we are to get so many new 
wood products, rayon, and plastics. 
The National Association of Manufacturers has a 
5-point program to provide more and more production: 
1. Encouragement of risk capital to pro-
vide tools for production. 
2. Revision of tax struct"tu>e to stimu-
late production. 
1. Myers, William I., ttThe Present and Future of New England 
in Agriculture,tt New England VJar Bulletin Supplement, 
Post-War Supplement No. 2, New England Council, Boston, 
January 1944, p. 5. 
4. 
5. 
Labor and Management cooperation for 
maximum production. 
Adequate social security for workers 
from production. 
Freedom from bureaucratic control to 
permit production.l 
It is to be hoped that in living these fi'ITe condi-
tions, Eric Johnston's statement that there is a growing rec-
ognition that labor ·organizations can be a nuseful cooperative 
element in making the Nation's productive machinery more ef-
2 fective," may be realized. 
2. High Consumution Economy Easily Attained 
Consumers will have the willingness to buy, deprived 
as they have been of both durable and non-durable economic 
goods. Not only has there been a scarcity of goods for civil-
ian consumption, but in compliance with President Roosevelt's 
7-point program to keep costs down, all essential commodities 
which were scarce have been rationed; and installment buying, 
a source of increased sales at the retail level, has been dis-
3 
couraged. 
Consumers will have the ability to buy. Not only 
have the savings accounts of individuals increased in spite 
1. Weisenburger, Walter, "Industry Has a Program," Vital 
Speeches, Vol. X, No. 6, January 1, 1944, p. 175. 
2. Johnston, Eric A., 11American Unlimited," Vital Speeches, 
Vol. IX, No. 17, June 15, 1943, p. 525. 
3· Roosevelt, Franklin D., "Self-Denial for Victory, 11 Vital 
Speeches, Vol. VIII, No. 15, May 15, 1942, p. 451. 
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of high taxes, but money in war bonds and in t he pockets of 
individuals will provide purchasing power. 
There are ways to provide added purchasing power: 
reduction of prices, increase of money wage, redistribution 
of wealth by taxation, and Government public work projects. 
The mustering-out pay, or dismissal wage, for our 
armed forces will create an added demand for goods. One 
hundred dollars for those in service less than 60 days in 
this country, $200 for those in service in this country over 
60 days, and $300 for those who have seen service overseas or 
in Alaska, 1 does not mean much to individuals but the aggre-
gate payments will be a big element in creating purchasing 
power sufficient for a high consumption economy. 
Monsignor John A. Ryan, speaking on the labor sit-
uation, related a bit of unpleasant history of free enter-
prise during the depression of the 1930's. Free enterprisers 
did not operate plants at more than 80 per cent capacity, in 
spite of a supply of available, willing workers to maintain 
full capacity, because they knew goods would not be consumed; 
they had not put purchasing power into the hands of would-be 
consumers. 
1. Manchester Union, "$100 to $300 Muster-Out Pay Favored," 
January 25, 1944, p. 1. 
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A high consumption economy under private enterprise 
will be possible 
ttwhen and if private industry brings 
about a better distribution of pur-
chasing power than any we have known 
under the free enterprise system, when 
and if the masters of our industrial 
system come to realize that full em-
ployment cannot be maintained unless 
more of the national income is spent 
for c onsumption goods and less of it 
saved for unprofitable investment, 
when and if they reach the conclusion 
that capital must be content with less, 
while labor and the farmers receive 1 more, of the national product ••• 11 
3. Full Employment .Qf Manpower and Machinery the Result of 
High Consumption Economy. 
''Idleness, be it of men or money or 
machines, will be the one unfor~iv­
able sin of the postwar world." 
To say that the primary postwar problem is one of 
full employment of men and machinery is but another way of 
saying we must maintain consumer purchasing power. With some 
27 to 30 millions of men and women being demobilized from war 
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and defense factories, we must expact some continuance of oper-
ation of government control for a limited period. Since gov-
ernment at the close of the war will be consuming more than 
50 per cent of the industrial output, an immediate stopping 
of the purchasing power would mean bankruptcy to the Nation. 
1. Ryan, "Labor and Economic Reconstruction After the War," 
p. 2. 
2. Cherne, "Distribution and Purchasing Power," p. 78. 
American business is charged with public interest, and the 
sooner private enterprise recognizes this, the s ooner will 
it produce and distribute for the social good. 
"Full employment could be said to exist 
if there were no manpower or equipment 
idle, the use of which would add to real 
national income more than its use would 
cost in reduced leisure, in wear and tear, 
and in any intensiffed effort necessary 
to insure its use." 
Men and machinery must be put to work on creation of 
wealth, to increase the national income. To be sure, making 
of parks and playgrounds does create wealth in the sense of 
improved health of the people of the Nation, but it is not the 
kind of wealth that will pay debts and buy materials to stimu-
late more production. The maintenance of a high consumption 
economy after a period of tvJO or three years, presents a far 
greater problem than in the immediate transition period. If 
free enterprise can create a spending economy, a high consump-
tion economy--which is really what government spending does--
then we shall have relatively full employment. Vfuy then shall 
we not let government spend? John Hanes answers the question: 
"But we have seen that government-made-
work on borrowed billions does noc give 
prosperity, as private industry does, 
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1. Means, Gardiner, c., "Basic Structural Characteristics and 
the Problem of Full Employment," Structure of the Ameri-
can Economy, Part II: Toward Full Use of Resources, 
United States Government Printing Office, Washington, 
D. C., 1940, p. 4. 
but leads to ultimate cat astrophe. 11 1 
The American people have so long practised thrift, 
that the propensity to save may hinder production and employ-
ment. "If full employment is to be maintained, all savings 
mus t be offset. 112 Some of these of fsets are private net capi-
tal formation, private losses, foreign investments, taxation 
by government which brings about changing distribution of in-
come, and a shift toward increased propensity to consume.3 
The forced postponement ~f purchases during the war 
will have an effect on spending after the war. It was esti-
mated in 1943 that deferred expenditures by consumer-s of $6 
to $8 billion annually, will, when added to the normal figure, 
give a consumer demand of about $93·3 billion annually.4 
Under conditions such as these should we not have 
full employment? 
1. Hanes, John W., 11Which Way to Postwar Jobs?u Reader's 
Digest, Vol. 43, No. 255, July 1943, p. 116. 
2. Samuelson, Paul A., "Full Employment After the War, 11 in 
Postwar Economic Problems, p. 38. 
3 . Ibid • , p • 40 • 
4. Bissell, Richard, "Postwar Private Iridustry and Public 
Spending," in Postwar Economic Problems, pp. 98-99. 
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IV. PRIVATE ENTERPRISE MEETS POSTWAR PROBLEMS 
A. Full Production Based Qll Confidence That Goods 
~ be Absorbed 
"Production lies at the heart of the more abundant 
life."1 Full production is the incentive of free enterprise, 
working toward an ever higher· and higher standard of living. 
Man's wants are never satisfied. It is true that consumer 
demand for durable goods may be satisfied by acquiring those 
products to which one has been use~ but man, ever desirous for 
change, for something new, is willing to replace that which he 
has for that which is better. But to bring about full produc-
tion it will be necessary to stimulate consumer spending for 
consumption and to maintain it at a level which will take from 
the market all that is produced. 
Industry has shown to itself in the past two years 
what it was capable of producing for the purposes of war. Why 
cannot this same capacity of production be maintained after 
the war? Men and women accustomed to the high current income 
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offered in the defense industries have lived on a higher stand-
ard than before the war, that is, on one as high as is possible 
with the programs of rationing, price controls, and taxation. 
Having tasted the greater luxury in their everyday lJfe, they 
--------·---
1. Crawford, Frederick c., "Free Competitive Enterprise and 
the Common M.an,n National Association of Manufacturers, 
New York, February 15, 1943, p. 6. 
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are not going to be satisfied with less after the war. Their 
demands will remain as high as during the war. Add to these 
demands of the civilians at home, those of the millions return-
ing from the armed forces. These people will desire durable 
and nondurable goods of which they have for the past few years 
been deprived. Included in these will be homes, household 
appliances, automobiles, radios, articles for home moderniza-
tion, apparel, food, and nonluxury goods. To these consumer 
demands add those of business, stocks for inventory replace-
ment, public and private deferred maintenance, demands created 
by plant conversions, deferred public works, war damage re-
placement, and foreign demand. These wants give evidence that 
production will be absorbed. 
Industry itself has been equivalent to a course in 
consumer education. Millions of women returning to their homes 
will know enough of the mechanical processes to demand--and get 
--contrivances that will be ultra convenient and labor saving. 
They will demand automatic furnaces and washing machines, vac-
uum cleaners, adequate electric wiring, better refrigeration 
in postwar kitchens, and air-conditioned homes. They will be 
educated consumers, knowing the vitamin content of a can of 
beans, spinach, or tomato soup, and the thread count. and ten-
sile strength of sheets. The result will be more comparative 
buying, whether it is the automobile or the electric range. 
Women as a unit will exert a new influence and greater effect 
1 
on how merchandise is made, distributed, and advertised. 
The Committee for Economic Development, an organi-
zation of American business men with the cooperation of gov-
ernment officials, economists and other experts, formed in 
January 1943, has for its aim the provision of a satisfactory 
level of employment in the postwar period through a great in-
crease in productive effort. The Committee recognizes the 
collective responsibility of business for providing employ-
ment, and to fulfill this responsibility is making surveys 
by regional groups to stimulate industries to plan how they 
can use more employees. Consciously or unconsciously, the 
work of the Committee is forecasting the business demand for 
durable and nondurable goods. 
1. Profit Motive Induces Investment in Free Enterpris~ 
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The profit motive is indispensable as the vital actu-
ating force in creating efficiency and in stimulating effec-
tively the industrial operations, but it must be pursued with 
due regard to the long-term economic and social effect on the 
welfare of the people. The industrial organization cannot af-
ford to consider solely the pursuit of profit. 
Profits fall into that class of income called "resid-
ual" and constitute what is left to the proprietary interest 
1. Hirose, Arthur, "No More Weaker Sex After the War," 
Printers' Ink, Vol. 203, No. 6, May 7, 1943, p. 45• 
after the many-sided bargains with workers, landowners, lend-
ers, and managers, have been paid. As profits may be positive 
or negative, our capitalistic system has come to be called a 
"profit-and-loss" system. 
The desire for profit coupled with the willingness 
to take the risk that profit may not be realized, leads inves-
tors, professional and private, to sacrifice the temporary 
possession of capital for the possible future return from its 
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use, substituting the short-run for the long-run point of view. 
1 
Edward E. Chase, president of the New England Council, be-
lieves that risk-taking and free enterprise are incidental gen-
eral assumptions when it comes to maintaining a sound and sta-
ble economy based primarily on a strong industrial organization. 
There are those who reap profits because "they capitalize the 
2 prevision of the future." They anticipate future needs, costs, 
and income, and, by the timely provision of capital equipment, 
are able to secure as profit the excess of future income over 
cost of production. 
The profit motive may be "acquisitive," bringing 
about a struggle to take away from others wealth they already 
have or to squeeze their income so as to leave to the enter-
1. Chase, Edward E., "Problems of the Ownership, :Management 
and Finance of New England Business Enterprises," New 
England War Bulletin Supplement, The New England 
Council, Boston, October 1943, p. 2. 
2. Fairchild, Furniss, and Buck, "Economics," p. 311. 
priser a greater residue; or profit may be "constructive," 
enhancing efficiency and lowering the costs of production 
through the introduction of better techniques or better or-
ganization. This last method will create new sources of in-
come and increase profit from greater production rather than 
from subtraction from the incomes of others. The 11acquisi-
tive11 motive becomes a means of clogging economic progress 
and prejudicing the interest of the public at large; the 
"constructive" motive may bring about simultaneous enlarge-
ment of the real income of others. Choice in the application 
of the profit motive will depend somewhat on the business-
man's background, training, personal characteristics, and to 
a certain degree on the character of the business organization 
of which he is a functional part. 
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Attempts to get maximum profits for the firm eventu-
ally defeat themselves if management shuts its eyes to round-
about eff ects and ultimate consequences of its policies and 
procedures. This does not mean that the profit motive must be 
abandoned. The profit motive is not equal to selfishness ex-
cept in its abuses, but serves as a stimulus to further effort. 
Profit-making opportunities present . themselves with each new 
discovery, invention, or successful reorganization of business 
structure or procedure. But in order that the flow of profit-
making may be maintained at full speed, it is necessary 
"that profits coming from each successive 
step in technological progress shall be 
passed on to the body of society rather 
than monopolized by any particular group."1 
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Experience has taught some that it is possible to 
have a rate of profit so high that profits cannot be main-
tained, and wage and salary payments may be seriously impaired. 
As labor leaders have learned that they can price their fol-
lowers out of employment, arid shrewd business men that they can 
price themselves out of a market, so the business enterpriser 
should learn that he can "profit" himself out of business op-
portunity and thus "kill the goose that lays the golden eggs." 
"Money is the mobile factor of production; moves 
where it is attracted by industry. 112 And at the end of this 
war industries, reconverted, expanded, or newly organized, are 
going to need enormous sums of capital. Because of wartime 
precautions, very few of the improvements and products made 
possible by technological research have been publicized but 
it is assured that they will give openings for profit or loss, 
for risk-taking opportunities. 
2. High Prices Stimulate Full Capacitx Output 
Whether an economic boom or collapse will character-
ize the immediate postwar period, it is hard to predict. 
1. Nourse, Edwin G., "The Profit Motive and 'llfu.ximum' Profits," 
The Brookings Institution, Washingt on, D. c., April 
1942, p. 29. 
2. DiVenuti, Biagio, Notes on "Money and Banking!' 
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Moulton and Schlotterbeck, 1 in their study of the factors oper-
ating in private economy, forecast that the economic situation 
immediately following the close of World War II will be dis-
tinctly better than that of the late thirties. Comparison of 
the probable situation after this war with that of 1919, shows 
the future to be less favorable. While accumulated shortages 
and deferred demands will call for great activity in numerous 
lines, in others there will be serious difficulties because of 
reconversion costs, shortages of working capital, and precari-
ous margins of profit. They give the high level of wages and 
raw material costs as the principal reasons for the less hope-
ful outlook for satisfactory earnings. Those industries will 
certainly experience a booming market in commodities where 
demands during the war had to be choked off for reasons of 
conservation. 
Prices of raw material will be high at the close of 
war, due to competition for the materials. It will not be easy 
to lower wages drastically and immediately, so prices of fin-
ished goods are of necessity going to be high. Manufacturers 
will not sell at a low price finished products made from stocks 
purchased at war prices. To satisfy pent-up demand, consumers 
will compete for goods and will thus keep the price level high 
1. Moulton, Harold G. and Schlotterbeck, Karl T., "Collapse 
or Boom at the End of the War?" The Brookings Insti-
tution, Washington, D. c., 1942. 
or f'orce it even higher. These high prices will draw forth 
increased investment of savings, bringing in its train in-
creased employment and capacity output. 
a. Price control affects nroduction 
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Price control, of which we have heard so much dur-
ing the war, may be a policy of the government or of business. 
Price control by the government aims to keep prices down; by 
industry, to increase prices or to maintain them at a high 
level. 
By controlled or admL~istered price is meant some 
harmonious policy worked out by competitors to stabilize prices 
of their products. Ostensibly, the trade association exists 
to further research, advertising, and so forth, but one of the 
most important actual functions is the elimination of the con-
stant danger of cutthroat competition. In practice the admin-
istered price is restraint of trade. The larger concerns 
dictate policies to the smaller firms, and these smaller firms 
realize that "if they attempt price-cutting, reprisals of a 
serious nature will follow."1 Administered prices are doubt-
less less arbitrary and absolute than are monopoly prices, yet 
the two operate by identical techniques: they . set a price and 
then adjust production to demand at that price, the price be-
1. Cronin, "Economics and Society," p. 103. 
ing at a figure where the unit profit multiplied by the turn-
over gives the highest yield. 
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Administered prices are rigidly high, but claim the 
following among the benefits accruing: Free from the uncer-
tainty of competition, industry is given opportunity to achieve 
a fixed degree of efficiency. Many economies are possible when 
business is assured of a stable price policy. Industry may 
avoid unnecessary duplication of plants. Expensive research 
and lengthy experimentation may be carried on without fear of 
change in the price market before plans are completed. Mass 
purchasing and distribution are further sources of large sav-
ings. Big organizations can usually purchase the best tech-
nical skill and executive ability. 
These are some of the evils from price control by 
business: During a depression, the rigidly high prices fall 
less than other prices, usually not more than an average of 
ten per cent when other prices may tumble at least a third of 
their normal level. This fact tends to accentuate decline in 
income. Curtailed production and restriction of employment 
follow. The administered price tends to leave the economic 
system in a state resembling !:,igor morti~. Expansion is slowed 
down, and the relative scarcity becomes permanent. Products of 
these industries may be limited to the few, or take so large a 
share of the consumer's dollar that other industries may suf-
fer. At times a high price has been found to be less profit-
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able than a lower price. 
Price control is said to be a powerful influence con-
tributing to the business cycle. The high price tends to fos-
ter the inclination toward concentration of income. The wealthy 
have more and more to save; the low income groups having less 
cannot furnish markets, and thus the savings cannot be put to 
work. Capital expansion is stifled and output is restricted. 
The deflationary process sets in.1 
Though the avowed purpose of price control by the 
Government is to keep prices down, George Meany, secretary-
treasurer of the American Federation of Labor, says: "Price 
control by Government has been a miserable failure. 112 Wages 
have been frozen, but without an effective price control even 
a high wage often means a lower real income. The practice of 
price fixing and price ceilings, followed by the giving of sub-
sidies to make up for the lower price, is said to be stifling 
production, not stopping inflation. Where should the subsidy 
be given, to the producer, to the processor, or to the con-
sumer? Price Administrator Prentiss Brown finds .authority for 
subsidy payments in the original Price Control Act of January 
30, 1942 which reads: 
"to make subsidy payments to domestic 
1. Cronin, op. cit., pp. 104-5, 107-8. 
2. Meany, George, "The Horns of Labor's Dilemma," Vital Speeches, 
Vol. IX, No. 15, May 15, 1943, p. 456. 
producers of such amounts and in such 
manner and upon such conditions as he 
determines to be necessary to obtain 
the maximum necessary production there-
of.".L 
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Opponents say the Act limits payment to ]poducers 
and not to processors. And Senator .Joseph O'Mahoney of 
Wyoming says we are subsidizing consumption and endangering 
production. Herbert Hoover says that the proper procedure is 
to place control "as near as possible to the farmer, and then 
regulate trade against profiteering,"2 so he advises abolition 
of price fixing and price ceilings. 
It is the general opinion that there will be price 
control for some time after fighting ceases. John Sumner,3 
professor of Economics at the University of Buffalo, and now 
on leave as Price Exec~tive, Non-Ferrous Metals Branch, O.P.A., 
speaks on price control after the war. The policy may be ap-
plicable to an immediate postwar period or have long-term 
functions. Because of the inflationary potential in the im-
mediate situation, many favor continuance of maximwn price 
regulations, especially in areas of consumers' goods and serv-
ices. Others believe that minimum price regulations to pro-
tect industries and areas confronted with surpluses from the 
1. Sullivan, Lawrence, "The Quagmire of Subsidies," Nation's 
Business, Vol. 31, No. 8, August 1943, pp. 32-3. 
2. Hoover, Herbert, "The Food Front," p. 527. 
3. Sumner, .John D., "On Price Control After the War," in 
Postwar Economic Problems, pp. 404-7. 
years of conflict, will be adequate. Price control for the 
long-term situation would involve correlative controls over 
private finance, accounting, the quality and possibly quan-
tity of production of goods and services. Regulation would 
have to become much more ext~nsive with regard to wage rates 
and cost prices of industrial materials, and there would be 
many and difficult problems. 
b. Price flexibility affects production 
The competitive price, the result of the free inter-
action of supply and demand, is a flexible price and because 
of its flexibility is important as the price-adjusting mecha-
1 
nism of the free enterprise economic system. It is commonly 
assumed that prices are determined by the seller offering his 
product in a free market for what it will bring. If there are 
many sellers and few buyers the prices will be low. If many 
buyers and few sellers, the prices will be high. Between the 
lowest figure, represented by the cost of production, and the 
high, the figure above which the buyer relinquishes his pro-
spective satisfaction, the competitive price would fluctuate. 
The price would stay near a normal level, for high prices 
would attract more capital, and the supply being increased 
the prices would fall. Excess supply would bring a ruinous 
------------------------------------------------------------------
1. Willigan and O'Connor., "Social Order," p. 128. 
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condition, and banl{ruptcy would purge the economic organiza- . 
tion. If prices fell very low, the marginal producer would 
withdraw from industry, and supply being curtailed prices 
would rise again. 
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1 . Professor Hanse~ in speaklng of the effect of price 
flexibility as a means of increased production, distinguishes 
between structural price flexibility and cyclical price flexi-
bility. By structural price flexibility he means the long-
term secular adjustment, which is concerned with the inter-
relation of individual prices rather than with the price ~el. 
This structural price flexibility should show itself in an 
adjustment of prices to changes in unit costs arising from 
unequal rates of technological progress in different industries 
or from changes -in the pattern of wants. It implies that the 
price system operates so as to yield the largest possible prod-
uct of goods which that stage of technique makes possible; it 
directs the productive resources into such channels as will 
give the largest social product. Structural price flexibility 
is responsible for full economic progress of a community. In-
terference with this structural price flexibility results in 
uneconomic utilization of resources. 
1. Hansen, Alvin H., "Price Flexibility and Full Employment 
of Resources, 11 The Structure of the American Economy, 
Part II: Toward Full Use of Resources, United States 
Government Printing Office, Washington, D. c., 3une 
1940, pp. 27-34. 
Cyclical price flexibility deals with the sensitiv-
ity of prices to fluctuations of the business cycle, and it 
is with this type of price flexibility that most discussions 
of the day are concerned. Cycle-sensitive products are those 
whose prices change quickly to conform with changes in nation-
al income. Agricultural and industrial raw materials are 
cyclically price sensitive; finished manufactured goods are 
largely insensitive to cyclical changes in output, employment 
or income. 
In an attempt to prevent or remedy the depressions 
of our economic system, it has been suggested that possibly 
all commodities could be made as price-sensitive as all raw 
materials. If commodities which are now selling under cycli-
cal-insensitive administered pr.ices were more sensitive to 
depressions, there would tend to be an increase in purchas-
ing power over the present situation. Effective real demand 
would be increased and help to prevent fluctuations in output 
and employment. 
Hansen does not subscribe to the belief that this 
added purchasing power would be effective as a depression rem-
edy, for a depression means that the saturation point in the 
capital goods market has been reached, and lower prices would 
merely reduce the gross volume of many expenditures without 
increasing the volume of output, giving a deflationary effect. 
He says that neither a forced .downward or upward swing of 
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administered prices, nor an adjustment of inflexible prices to 
flexible prices, will of itself bring about increased output 
and full use of resources, but an orderly cost-price adjustment 
program combined with monetary and fiscal policies does make 
recovery possible. An expansion of investment springing from 
technological developments--cost-reducing improvements that 
call for capital outlays, the development of new products, the 
growth of new industries--or else new areas of investment should 
be made possible through monetary and fiscal policies. As in-
come increases, effective demand will eventually bring about 
increased output and increased employment. The "price policy 
must be integrated with the monetary and fiscal policies. 111 
B. Production Must Balance the Demand for Goods 
We believe that the demand for goods in the immedi-
ate switch-back period will be tremendous, and in order to 
meet the demand--an effective demand--we must assemble all the 
factors of production, capital, labor, and land. Man is today 
probably little different, physically and intellectually, than 
when historical records began, but he has accumulated knowl-
edge of his natural environment and learned to make it serve 
him in production, with results that, compared with his early 
efforts, are almost unbelievable. The. enormous industrial out-
put during the war has been beyond anything dreamed possible. 
1. Ibid., P• 34. 
The records o~ per~ormance have co~ounded our enemy and 
brought the admiration o~ our Allies. Marshal Stalin says 
that "without United States machines the United Nations could 
never have won the war • 111 
It is our purpose now to see how our country will 
stand with re~erence to these three factors of production 
a~ter the war. 
1. Capital Wealth 
When considering capital as a ~actor of production, 
we exclude land, for, though land is wealth, it is not wealth 
which man has produced to be used in further production. 
Land has a position of its own in production. The capital 
wealth with which we enter the postwar period is producers' 
capital, tools, implements, machines, and materials which 
are to be used to produce consumable goods. The productive 
resources of our country at the close o~ the war will be on a 
much higher plane than ever .before. 
a. Enormous plant capacity 
As a corollary of our unprecedented production, we 
have a vast expansion in plant capacity. After the war, enor-
mous productive capacities will exist, especially in all rna-
1. New England Letter, "General Conditions," The First 
National Bank of Boston, December 31, 1943, p. 1. 
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chine industries, and these will be the source of new equip-
ment and machinery for consumers' durable industries, where 
that equipment has become obsolete or worn out during the 
war. In some plants there will be very few conversions to 
make, as in the manufacture of radio tubes and textiles; in 
others an entirely new setup of machinery and equipment will 
be needed, as in the automobile industry. Gover~~ent-owned 
plants and materials relieved from use on war contracts will 
be available for purchase by private enterprisers. But con-
tract termination in these war plants is more serious than 
appears on the surface. Donald Kirk David, 1 dean of Harvard's 
School of Business Administration, speaking at the Second 
New England War Conference held in Boston, November 18-19, 
1943, says that it is more than a financial question and an 
accounting matter of government's paying its bills quickly 
and fairly; it is a question of clearing machines and floor 
space so that plants may be used for production of civilian 
goods, so that we can bring labor and capital together. 
Stockpiles of materials that can be used in resumption of 
production of some types of civilian goods are already accumu-
lating, notably aluminum, brass, zinc and steel. 
1. Davidi Donald Kirk, "Improving the Post-War 'Economic 
C imate,'" New England War Bulletin Supplement, 
New England Council, Boston, January 1944, p. 4. 
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New England's major contribution of leather, tex-
tile, and machinery plants were made without extensive alter-
ations for war production, and these plants can be shifted 
back immediately to the job of meeting the pent-up demands 
for peace-time products. 
"Economically, the United States is by 
far the most powerful nation in the world; 
and it will emerge from the war with pro-
ductive resources vastly greater than 
before." 
b. Sufficient funds for investment 
(1) Sources .Qf funds 
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Individuals. Individuals are now earning high wages 
and even though the Government in its numerous taxes is exact-
ing a large amount--an average of 9 per cent through payroll 
savings plans--many are saving more than they have ever saved 
before. Savings are increased because of curtailed production 
of necessities, and especially of luxuries. These savings will 
be one source of postwar venture capital. 
Corporations. Corporations are now paying taxes 
which take 70 to 80 per cent of profits, leaving to them little 
with which to create depreciation and maintenance reserves. 
They plead to have more left to them for investment in govern-
1. Hor oth, V. L. , "Will We Ha·ve to Revalue the Dollar?" 
The Magazine of Wall Street and Business Analyst, 
Vol. 71, No. 12, March 20, 1943, P• 667. 
ment securities, those of short maturity, from which they may 
get funds within from six months to two years after the war. 
Certificates of indebtedness and Tax Series C Treasury notes, 
while yielding a low return, may be obtained in unlimited 
amounts, thus helping the war effort and making a funded re-
serve. As the present corporate income tax law stands, no 
allowance is permitted for deduction of reserves for delayed 
maintenance. If maintenance reserves are provided they must 
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be from surplus or from net -income after heavy war-time taxes. 
Funding of reserves is a means ~o the end of strengthening the 
thousands of enterprises which make up our business structure. 1 
Corporations would like the law amended to permit 
.funding of reserves, with the understanding that if money so 
invested now is not applied to maintenance within two years 
after the war, then the balance is to be turned over to the 
Government. 
Banks. Banks will have enormous reserves for lend-
ing. Banks at the present time have in their possession funds 
which are the source of the lending power. The demand deposits 
in our commercial banks are double pre-war holdings; savings 
accounts also show large increases. Banking experience proves 
that not all funds are called for at one time so it is neces-
1. Hosmer, w. Arnold, "Funding Depreciation and Maintenance 
Reserves under War Conditions, 11 Harvard Business 
Review, Vol. XXI, No. 3, April 1943, pp. 378-384. 
sary to retain only a portion of total demand or time deposits 
as reserve and the rest may be put to work for the bank. 
Banks derive their lending power from capital con-
tributed by stockholders, deposits made by the public, and 
undistributed earnings above expenses. The basic limiting 
1 factor of its lending power is its supply of reserves. With 
the legal requirements of reserves for the member banks as 
they are at present, excess reserves at the end of 1943 fluc-
tuated around one billion dollars, 2 and this may be used by 
the banks in the purchase of Government securities or in mak-
ing loans to individuals or corporations. 
The new Treasury War Loan accounts temporarily cause 
an increase in excess reserves in the member banks, since the 
member banks are not required to hold reserves against them. 
Purchase of securities by individuals cause money to be trans-
fe r red from accounts of individuals or corporations, against 
which t he banks must keep a r e ser ve, to the credit of the 
. . 
Government War Loan account, agains t which no r eserve is re-
quired. In this way a surplus of rese r ves i s available for 
investment by the bank in short-term Governments, as certifi-
1. 
2. 
Federal Reserve Bulletin, "Basic Limiting Factor of Bank's 
Lending Power Is Its Supply of Reserves," Vol. 27, 
No. 7i July 1941, p. 630. 
The Month y Business Review, "Summary of National Business 
Conditions," Federal Reserve Bank of Cleveland, 
Vol. 25, No. 12, Dece mber 31, 1943, p. 8. 
126 
127 
cates or indebted ness and Treasury bills with the repurchase 
option. As the Government draws on its credit, the runds flow 
back to the banks and are placed in accounts requiring legal 
reserve.
1 
Through the practice or holding only a portion of the 
demand or savings deposits as reserve, the bank is permitted 
to expand the volume of its loans and investments, and conse-
quently its deposits, several times the volume of the reserve 
held. 
The Government has limited certain 'series or bonds, 
Series E, F, and G, to purchase by individuals, corporations, 
and non-banking insitutions, so as to tap a new source of 
funds, and has restricted government borrowing from commercial 
banks, in an attempt to beat inflation for "every modern dis-
astrous inflation has had its beginning in governmental borrow-
ing rrom the banks. tt2 
Government. The Government is another source of 
funds for investment, but where does the Government get the 
funds but rrom the taxpayers? The Committee for Economic Devel-
opment believes that contractorB and subcontractors affected by 
cancellation of war contracts should b e permitted direct man-
1. Federal Reserve Bulletin, "War Loan Financing Affects 
Reserves Which Must Be _Kept," Vol. 29, No. 7, May 1943, 
p. 369. 
2. Scherman, Harry, "Inflation in One Easy Lesson," Reader's 
Digest, Vol. 42, No. 253, May 1943,- p. 74. 
datory loans from the Government, which would assure spe edy 
release of working funds. These may be repaid as money is 
received on the terminated contract, until paid in full. At 
least, the risk of loss in these loans would be much less 
than the cost of mass unemployment after the war. 
As for New England, everyone knows there is plenty 
of money here; but capital, along with brains, has been one 
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of her principal exports • . She has financed ventures all over 
the world, but at home she has preferred investment in securi-
ties of long-established industries.1 
(2) Investment of funds 
(a) · Domestic business 
Side by side with the enormous expansion and .con-
struction of new plants throughout our country, there are many 
plants which have been unable to keep repairs to even the nor-
mal figure. Under press.ure of mass production the depreciation-
has been greatly accelerated. Equipment, as well as plants, 
has suffered from lack of repairs and replacements. Professor 
2 Slichter, Harvard University professor and chairman of the 
Research Advisory Board of the Committee for Economic Develop-
1. New England in the War and in the Postwar, "Applying the 
Research Method," Chemical and Metallurgical Engineer-
ing, New York, September 1943, p. 124. 
2. Hosmer, "Funding Depreciationand Maintenance Reserves 
Under War Conditions," pp. 369-384. 
ment, estimated that the delayed maintenance in industry would 
be a billion dollars by the end of 1943 and 2 billion dollars 
or more at the end of 1944. Among the items making up this 
estimate are: painting and decorating, plumbing and steamfit-
ting, electrical work, construction, bricklaying and plaster-
ing, carpenter work, steel and metal work, elevator work, 
roofing and concrete work; as they apply to windows, walls, 
equipment and machines, pipes, boilers, tanks, air condition-
ing, signs and displays, landscaping, first aid equipment, 
parking lots and roads; in all parts of the factory, office, 
showrooms, warehouses, retail stores, company-owned buildings 
used by others, cars and trucks, and yards. 1 And money will 
be needed not only for the materials but also for labor, con-
tracts, and overhead expenses. 
Technology has made such strides during the war that 
one can but scratch the surface in trying to enumerate the 
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uses of capital in development of new products, new uses for 
old products, and better production methods. Because of "mili-
tary secrecy" many of these findings of the research labora-
tories are still behind "closed" doors. 
Not only have synthetic produc~s taken the place of 
natural supplies, but different substances are replacing one 
1. McNair, Malcolm P. and Culliton, .Tames W., "Business Plan-
ning Now for V Day," Committee for Economic Develop-
ment, Boston, pp. 17-18. 
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another. Wood in its many forms, once replaced by steel, is 
replacing steel and fibres--compregnated wood for office and 
home furnishings, laminated wood for arches in auditoriums, 
railroad stations, or factories; plywood made by the Vydol 
process for planes and automobile bodies; wood and wood waste 
used for making plastics, alcohol, and rayons, the newest 
rayon being rayon wool. One product, which still remains un-
named, is made from wood strips treated with urea aldehyde and 
heated. When dried these strips remain hard and .will hold 
1 their shape permanently. Doctor Wilson Compton is responsi-
ble for much of the wood research work. 
The possibilities of ttnon-reflecting" or invisible 
glass are yet to be discovered. Dr. Katherine Blodgett, an 
independent member of the research laboratory of General Elec-
tric Company at Schenectady, New York, is working on a way to 
2 
toughen this incredibly thin glass. 
Technical advances in the air transport field prom-
ise to make possible a sure market for planes. Pan-American 
Airways already has a program to give to the open sky fifty 
giant clippers, for passenger service from New York to London 
in ten hours for $100, according to Juan Trippe,3 president 
1. Fortune, "The New Age of Wood," Vol. XXVI, No. 4, October 
1942, P• 117. 
2. Think, nA Woman of Science," Vol. VI, No. 5, May 1940, p. 27. 
3. The Technology Review, rtThe Trend of Affairs," Vol. 45, 
No. 9, July 1943, p. 477 
of Pan-American. Pennsylvania Central Airlines has applied 
for permission to travel the North Atlantic by using three 
floating steel platforms, or seadromes, 800 miles apart. Each 
of these would involve 64,000 tons of steel and stand 70 feet 
above water. Wayne c. Taylor, Under Secretary of Commerce, 
says, in reference to _remedying the lack of transportation in 
far-off places, that it will be many, many years before any-
thing approaching saturation can occur. Burnet Hershey,l au-
thor of "The Air Future: A Primer of Aeropolitics," predicts 
that within two to five years a.fter peace has been won any 
interested person may have some form o.f flying craft at his 
disposal. The helicopter is the favorite now. 
As early as 1938, President Carl Compton of Massa-
chusetts Institute of Technology was asked to head a New Prod-
ucts Committee which was to stimulate the development and pro-
duction of new products in New England, believing that if the 
work succeeded it would "add payrolls and profits to the re-
gion and would protect existing industries.n2 
The building of prefabricated houses (house shortage 
is estimated to be at least eight million) will be one of the 
largest industries in the postwar period. Made with standard-
1. Think, Book review of Burnet Hershey's "The Air Future: 
A Primer of Aeropolitics, 0 Vol. IX, .No. 11, November 
1943, p. 43. 
2. New England in the War and in the Postwar;. ttApplying the 
Research Method, 11 p. 124. 
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ized, interchangeable parts, prefabricated houses will bring 
interior flexibility, so lacking in the present homes. 
Dehydration and concentration of food is a whole 
new industry to be developed. Efforts in this industry will 
see large quantities of dehydrated meats, milk, eggs, and 
cereals used as a base, with synthetic colors, perfumes, and 
vitamins added to make them palatable. Synthetic vitamins 
may take the place of natural vitamins. Ascorbic acid, the · 
Vitamin C of citrus fruits, is now being sent to England in 
place of fresh fruit. One ounce of this acid is available 
at $1.25. It is the daily requirement of 400 persons and the 
equivalent vitamin content of fifty dozen oranges. If these 
synthetic vitamins are adequate, there will likely be a re-
markable improvement in public health and a change in food 
1 
habits. 
Concentration on vitamins in the diet may bring a 
problem of its own. Just as drugs taken constantly lose 
their effectiveness as a cure, so, too, drugs taken constantly 
are likely to be dangerous to health. Vitamin D is supposed 
to cause hardening of the arteries, and Vitamin A as a cause 
of cancer is under investigation. 
1. The United States in the New World, Part III: The Domes-
tic Economy, "Technology and Postwar Life," p. 20. 
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(b) Foreign Markets 
Opportunity ·to invest funds in production of goods 
' for foreign markets is another demand for capital .funds. As 
great as will be our demands at home, those of foreign coun-
tries will be more urgent and more extensive. Repair of di-
rect war damage to American property, we may now confidently . 
hope, will not be necessary, but repair, construction and re-
construction requirements abroad will be "musts. tt To permit 
the devastated countries to become self-supporting as soon 
as possible, we must make enormous contributions of the indis-
pensable raw materials and industrial machinery required to 
build up the physical plant for production. Food, medical 
supplies, clothing--all will be required to care for the sick 
the cold, and the hungry. 
We need not stop to question whether there are 
abundant opport~Ulities for investment of venture capital in 
the production of goods to meet the postwar demand at home 
and abroad. 
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2. Labor 
Perhaps labor should have first place in this treat-
ment of the factors of production, for certainly it is the 
animating force of capital and land. 
Capital in the form of money must be invested; men-
tal labor must find the best place for investment, in build-
ing, machinery, raw materials, means of communication or 
transportation. Machinery cannot of itself produce goods. 
If the physical labor of man is displaced in one process, the 
one previous to that doubtless needed his efforts. Machines 
are used to do many of the duties formerly performed by man, 
but is there any machine known that, without man's aid, will 
go into the forest, pick out a hemlock, a spruce, or a pine 
tree, cut it down, strip it of its branches, haul it to the 
clearing to be loaded onto a truck or to the river to be sent 
downstream two miles, to be drawn out at the mill, and sawed 
into lumber? And the mcs t fertile land will not raise grain 
unless it be planted by man, or by machinery guided by man. 
~Bn is an indispensable factor of production. How 
shall we stand with regard to this factor at the close of the 
war? 
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a. Huge trained labor sunplJ!: 
"No one condition is so important for 
world salvation after this war as1full employment in the United States." 
Scarcely a man or woman released from factory or 
camp, at home or abroad, but will be a trained worker. Evi-
dence of this stems from the vocational training that has been 
given to employees and trainees. In 1942 alone, more than 
275,000 supervisors and foremen received training, more than 
1,200,000 workers had short-time or up-grading courses in war 
plants, over 2,700,000 employees took part-time vocational 
educational courses, the National Youth Administration gave 
"job experience" to about 364,000 young people, 2 and now 
thousands of our young men are receiving training in our col-
leges and universities in preparation for rehabi litation work 
in foreign countries. 
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Department of Commerce economists estimated that at 
the end of the war year 1943, more than 62 million people would 
be employed, and of this number more than 20 million would be 
directly engaged in the manufacture of war goods, with another 
eleven million or more in the armed forces. Providing jobs in 
the postwar period at the 1943 level, would require about 16 
1. Gulick; Dr. Luther, "World Cooperation Begins at Home," 
Survey Graphic, Vol. XXXII, No. 5, May 1943, p. 215. 
2. Waelbroeck, "Connecting Men and Jobs," p. 219. 
million, or 40 per cent, more jobs than in 1940.1 
Making allowance for several million who will be 
overage ·or underage, for women who expect to return to their 
homes, for young men and women returning to school, and for 
approximately 2 million who will remain in the armed forces, 
the best estimate is that jobs must be found for 56,ooo,ooo. 
It was as the result of a proposal of Secretary of Commerce 
Jesse Jones that the Comnittee for Economic Development was 
formed, and this Committee is now at the task of finding 
these millions of jobs. 
When he called together this group of business men 
to discuss postwar problems, he had come to the conclusion 
that providing these millions of production jobs rests large-
ly on private industry, that the most ambitious program of 
public works can care for only a small percentage of those 
who will need jobs. Fully 85 per cent of the work to be done 
must be figured out individually by the more than 3 million 
manufacturing enterprisers involved. 
Jobs arise from the output of goods and services. 
The output of civilian goods in 1940 in the United States 
totaled $98 billion. For 1943 the estimated total output was 
$155 billions, of which $70 billion was for civilian use. If 
1. Hoffman, P~ul G., "Employment and Private Industry," 
pp. 176-177· 
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we are to provide employment for 56 million, our output of 
civilian goods and services must exceed $135 billion, or 
38 per cent more than the 1940 figure. It is estimated that 
in addition perhaps $10 billion worth of military goods will 
1 be produced each year. 
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In any estimate of the postwar labor supply and its 
potential output, there are several long-term trends to consid-
er: growth in number of people seeking employment, tendency 
toward increased employment of women, trend toward longer 
schooling, toward earlier retirement, more or less permanent 
increase in armed forces, trend toward shorter hours, and in-
creased output per man-hour. 
Assuming that people in 1946 will want to work about 
38.1 hours a week--the average for manufacturing concerns in 
1940--the potential man-hours of productive employment by 
civilian labor in 1946 will be 20 per cent greater than in 
1940. Compared with the average working week of 40.6 hours 
in manufacturing in 1941, the increase will be 10 per cent. 
1. Ibid. 
~~npower Available 
Average Average Average 
lt40 1941 
millions of 
1246 
persons) 
Total Labor Force 55.5 56.1 59.4 
Armed Forces ~ ~ ..1:.:.2 
Civilian Labor Force 54.9 54.4 57.5 
Unemployed 
.Jh2 ~ 2.0* 
Civilians Employed 46.0 48.8 55.5 
Livingston, s. Morris, "Postwar Manpower and Its Capacity 
To Produce," Survey of Current Business, Vol. 23, No. 4, 
April 1943, p. 14. 
The two million unemployed,* as shown in the 1946 
column, Livingston says, may even be a desirable figure. 
"Full" employment is a practical impossibility as long as 
people are allowed to shift from one employment to another, 
as long as we have a dynamic economy. 
Further trends toward increasing productivity by 
industries may be shown by the following: over the period 
1899 to 1941, the number of persons employed in all manu-
facturing increased by 130 per cent; the average hours worked 
per week decreased by 25 per cent; and yet physical output 
increased by 458 per cent. The measure of increasing effi-
ciency from 1929 to 1941 was approximately 31 per cent greater 
in 1941. During this time civilian employment was about 5 per 
cent greater but there was a 5 to 10 per cent decline in hours 
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worked. 
Projecting this increased output per man-hour and the 
potential increase in man hours of employment, the potential 
manpower for 1946, according to Livingston, will be 25 per cent 
greater than in 1941 but 46 per cent greater than in 1940. 
Using 1940 prices the gross national product would be about 
142 billion; using 1942 prices the volume would be about 165 
billion, as compared with the 97 or 98 billion of 1940.1 
b. ~ wages pperate to benefit of employer 
A just wage operates to the benefit of the employer. 
Since a just wage allows an employee enough to live comfort-
ably and decently, he is interested in his work and in the 
improvement of the methods which lead to greater efficiency 
and greater production. Again, the just wage based on rea-
sonable working hours, gives the worker a moderate sum for 
health and recreation which builds health. While at work he 
works more efficiently, making the total output of industry 
greater because his man-hour output is greater. A healthy, 
interested worker will exercise initiative, discover improve-
ments, and make inventions. The exercise of these forces 
cannot but increase production; increased production brings 
lower unit costs and higher profits to the employer. 
1. Livingston, op. cit., p. 15. 
The wise employer will share this profit with em-
ployee and consumer, through higher wages or decreased prices. 
It is not unit profit on which modern industry has been built 
but unit profit multiplied by number of units demanded . Since 
the wage ear ner is also a consumer, the higher his real wage 
the more he will be able to buy; and it is a common maxim that 
the greater the income of those in the lower income group, the 
more is spent on consumption goods, durable and nondurable. 
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The worker has no desire for a dole, whether one calls 
it "relief" or "WPA." He wants a chance to work for the prof-
its which his labor has made possible. The employer wants a 
fair day's work for a full day's pay; he wants. sincerity, 
honesty and loyalty from his workers. It is noteworthy that 
where ''the Golden Rule" has been practiced b~ both management 
and workers, the ensuing relationships have been more pleasant 
for both and vastly more profitable for both.1 
(1) Recent wage legislation in favor of labor 
Labor in Massachusetts was entitled to a centennial 
celebration in 1942, for in that state in 1842 was passed 
America's first protective labor law. After several efforts 
to secure a limited education for children employed in manu-
facturing establishments, a law was finally passed prohibiting 
1. Trained Men, "Developing Teamwork on Ancient Management 
Principle," Vol. XXIII, No. 3, May-June 1943, p. 3. 
the employment of children under twelve years of age for more 
than ten hours a day. At that time the sun-to-sun system of 
labor was in general approval so opposition to the law was 
more drastic than to the recent eight-hour movement. 1 
The National Labor Relations Act, passed in 1936 and 
declared constitutional in April 1937, was an attempt to .equal-
ize the bargaining power of the laborer and the employer. It 
established the right of collective bargaining by labor. The 
law, also known as the Wagner Act, forbids employers resorting 
to unfair business practices, or interfering in any way with 
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labor's ri~~t to organize and bargain collectively. The law 
forbids company unions, which were not conducive to the best 
interests of labor. A National Labor Relations Board, con-
sisting of three members appointed by the President for a peri-
od of five years, administers the Act, hearing cases pertaining 
to discrimination against union men, to denial of right to 
union activity, to payment of higher wages to non-union men, 
and the like. 
The Act is decidedly one-sided, but nece s sarily so 
in order to restore to labor a basic right which has been en-
joyed by practically every other group of citizens, the right of 
2 
free assembly and collective action for a lawful purpose. 
1. Andrews, John B., "Centennial of Labor Laws," The American 
Labor Legislation Review, Vol. XXXII, No. 4, December 
1942, p. 147. 
2. Cronin, "Economics and Society," pp. 209-11. 
American industry, up to very recently, has strongly 
opposed unionization of its plants, large industry particu-
larly remaining "open shop." G:eneral Electric and the United 
States Steel Corporation are now bargaining peacefully with 
their employees, but many concerns are still fighting and an-
tagonizing the workers. 1 Unless employers of private enter-
prises and labor do bargain on more cooperative terms, polit-
ical bureaucracy will be vainly and hopelessly trying to run 
business that it does not understand. 
Max Zaritsky, probably one of the ablest labor lead-
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ers, says that "organized labor is one of the great construc-
tive forces of our country,"2 and that the NAM and the National 
Chamber of Commerce cart do much to give labor a real assurance 
that it can thrive and prosper under the system of free enter-
prise by welcoming its organization. Farsighted management 
can perform a great service to industry and make a great con-
tribution to the welfare of our country by so doing. If en-
lightened free enterprise will work intelligently with organ-
ized free labor, it need not fear Government or the crippling 
hand of bureaucracy. 
The Fair Labor Standards Act of 1938, commonly known 
as the Wages and Hours Act, was the first direct attempt at 
national regulation of wages and hours. The minimum wage for 
1. Ibid., P• 208. 
2. Zaritsky, "Can Labor Prosper Under Free Enterprise," p. 42. 
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the first year after enactment was set at twenty-five cents an 
hour. Through administrative order of the Wage and Hour Ad-
ministrator and his committee, industries could be forced to 
attain the forty cent minimum in a shorter time if circumstances 
called for it. The working week was set at forty-four hours, 
to be reduced in two years' time to forty hou.rs. Overtime must 
be paid for at the r a te of one and a half times the regular pay. 
Child labor in interstate commerce is limited to those over 
sixteen, or eighteen if work is judged to be hazardous. 
While there are many exemptions from the wage and 
hour features of the law, as executive employees, seamen, 
employees on weekly and semi-weekly newspapers, processors of 
sea-food or agricultural products, and farm workers, and 
special provisions for learners, apprentices, and handicapped 
workers, it j_s believed that a large number of the workers are 
1 
covered by the Act. 
Before the passage of this Act, certain states often 
attracted industries to their borders by lowering labor stand-
ards, with the result that whole industries have moved from 
states where pay is good to those permitting sweatshop prac-
tices. From such competitive wage-cutting, the nation as a 
whole has been the loser in the long run. This Fair Labor 
Standards Act will remove the incentive for regional wage 
1. Cronin, op. cit., pp. 220-1. 
competition. 
With the passage of this Act, there has come about 
a changed social status for many workers, as was foretold by 
I 
Dean Sutcliffe in 1937: 
"With the uniform minimum wages the pro-
duction costs will be the same, but the 
social equality of the masses will vary. 
Even certain sections of the same state 
may live more cheaply •11 1 
c. Assurance of social and economic security important in 
increasing production under system of free enterprise 
"Social security" is a term of American origin, and 
in i ts present connotation is less than ten years old. One 
of the major objectives of the postwar world as proclaimed by 
Premier Churchill and President Roosevelt in Article V of the 
Atlantic Charter is "improved labor s t andards, economic ad-
justments and social security. 112 People in all walks of life 
are seeking security , says Professor Edwin E . Witte, Consuit-
arit to the Social s·ecurity Board. 
1. 
2. 
3. 
"Seniority rights in jobs, guaranteed em-
ployment, restrictive union rates, parity 
prices for farm products, the open-price 
practices of trade associations, the 
'live and let live' policy pursued by 
businessmen toward competitors, the grow-
ing number of licensed occupations, and 
the growing concern of economic fluctua-
tions.11.5 
Sutcliffe, William G., Lecture ori "Labor," July 22, 1937· 
Think, "The Atlantic Charter," p. 2. 
Witte, Edwin E., "Postwar Social Security," in Postwar 
Economic Problems, pp. 265-6. 
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--all give testimony of the ever-present interest in security. 
Social and economic security as a factor in increas-
ing production in a system of free enterprise, is the result 
of labor equality and security. It is the denial of these 
basic rights that forms the heart of the labor problem. 
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To the laborer, the proper ratio between wages, hours, 
and working conditions spells labor equality, a respect for the 
dignity of man; while t he lack of it gives a feeling of infe-
riority. The existing conditions throughout the country, the 
disproportion between those who have private property and the 
propertyless, "constitutes a grave social evil. 111 A man's job 
gives him some assurance of social status for himself and fam-
ily, but if his job is endangered or jeopardized , he is exposed 
to want and social degradation.2 It is through his job that 
he is able to acquire the wherewithal to become a property 
owner, the natural right of man. "For every man has by nature 
the right to possess property as his own.n3 
Who is going to provide jobs that the propertyless 
may become property owners? The responsibility for -jobs rests 
on someone. In the past, private and semi-public institutions 
have not done their part. The "labor reserve" and the "fire 
at forty" policies of some corporations are indications of 
1. "The Church and the Social Order," p. 15. 
2. Cronin, ''Economics and Society," p. 199. 
3· Leo XIII, Pope, "Rerum Novarum," p. 4. 
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responBibility unassumed. Should these policies not be sub-
ject to severe regulation? Government has been willing to 
furnish jobs. Both government and nongovernment agencies have 
indicated that they believe that private enterprise will bear 
a large part of the task of reabsorbing into peacetime living 
those relieved from armed services· and w·ar industries.! Un-
less private and semi-public institutions now accept the duty 
of furnishing jobs, government will again provide jobs. 
The Fair Labor Standards Act has done much to gain 
social security for man, through the establishment of minimum 
wages and maximum hours in the working week. Inadequate wages 
mean that the family suffers, or that other members must go to 
work, children or mothers, the practice bringing with it the 
attendant maladjustments in the home. Many are the hardships 
undergone in an effort to escape poverty or dependence on re-
lief. 
Our country is admirably blessed with resou~ces, raw 
materials, mechanical equipment, and technical and scientific 
skill to provide a high standard of living and comprehensive 
security for all classes. Our first line of defense for the 
workingman against the hazards of unemployment, sickness, acci-
dent, old age, and death lies in possession of sufficient pri-
vate property to give reasonable security.2 Social security 
·1. McNair and Culliton, "Business Planning Now for V Day, u p. 4. 
2. 11The Church and the Social Order," pp. 15-6. 
affects the laborer in industry just as morale-building pro-
grams influence the spirit of our fighting forces • 
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. Economic security has a more far-reaching implica-
tion; it involves the future as well as the present. Although 
economic insecurity is not peculiar to the modern laborer, he 
is more seriously affected by it tha.n is the farmer or small 
businessman. The businessman who becomes bankrupt may become 
a laborer, bu~ if the laborer is rejected he has nowhere else 
to turn. He becomes an exile from an economic system which 
is potentially more productive than any in history. 
In many points, the question of insecurity of labor 
is coextensive with the problem of unemployment. Unemploy-
ment occurs when p~oduction is at a low level, and it is at a 
low level if prices are low. The needs of the postwar period 
are high consumption, high production, and full employment. 
I 
As stated elsewhere, a high consumption economy is dependent 
upon the propensity to consume in relation to the propensity 
to save. The propensity to save, the thrift of many of our 
people and especially of those in New England, may prevent our 
consumption being as high as desired to bring about reasonably 
full employment. In meeting the demand of high consumption, 
the producers must avoid overproduction of even the necessi-
ties of life and especially of luxuries and gadgets. There 
must be a proper balance between production of goods and the 
use or consumption of the goods or we shall in a short time 
come to a panic. Most of OLIT big panics have been character-
ized, and possibly caused, by large production of unmarketable 
goods. We may have conscious control of production as in the 
totalitarian states, or unconscious control in which produc-
tion is largely regulated by price. 
In order to provide social and economic security 
that will not be merely temporary, the goods produced must be 
fully absorbed. 
(1) Plans for social and economic security offered ~ 
industrial organizations. 
"So far as I know industry has no formal 
and complete plan for providing yocial 
security in the postwar period." 
These are words of Miss Florence Thorne, Director 
of Research for the American Federation of Labor, in reply 
to a request for information on the subject. That industry 
has no formal plan as yet does not mean that it is turning 
a deaf ear to the hazards of life in the factory. 
Long before the United States had a Social Security 
Act, the Standard Oil Company of New Jersey had given thought 
to this frontie~ and had established its own plan. Working 
on the principle that "although hunger for food is the first 
human hnnger, it's by no means the only one,"2 the Company 
1. Thorne, Florence c., in a personal letter. 
2. Haslam, R. T., "New Frontiers, u Standard Oil Company of 
New Jersey, p. 12. 
148 
worked out a plan by which every man has the opportunity to 
become a capitalist. An employee may contribute to a Thrift 
Fund, se.ving up to 13 per cent of his income. Up to 3 per 
cent of his income, the Company matches it dollar-for-dollar; 
above that, fifty cents to the dollar. For the year 1943, 
the contribution of the Company was $3,300,000. Since 1936 
the employees and Company have contributed more than 
$110,000,000 to tha Fund. It is the Company's belief that 
though government can provide against some of the hazards of 
life, only productive business can and .must provide the op-
portunity for building of capital by individuals. And 
Mr. Haslam continues, "in order that free enterprise and cap-
italism may succeed, there must be more capitalists. 111 As 
proof of the success of the program, maintained over eighteen 
years, with its 50,000 employees, there has been but one dif-
ference of opinion between management and labor that led to a 
minor strike; since Pearl Harbor there has been neither strike 
nor threat of one in any plant or ship of the Company. 
The National Association of Manufacturers conducted 
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a survey of Health Programs in 2,064 industrial establishments. 
Not all questions could be answered by every plant because of 
the nature of work or size of organization. However, all but 
five of th~ 1,625 companies answering: "Do you consider your 
1. Ibid. , . p. 13 • 
health program (including medical, safety and plant hygiene) 
a paying proposition?11 spoke in the affirmative. One conclu-
sion drawn from the questionnaires was that these factory 
health programs were becoming more widely accepted by large 
and small industries alike, and by all types of industry.1 
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Some of the twenty-three specific items included in 
the factory health program are: program for accident preven-
tion, exhaust ventilation for dust, fumes or gas control, em-
ployee hospital insurance, rooms equipped for medical examin-
ations and emergency treatment, workroom temperature super-
vision, and periodic check-up of illumination of work surfaces. 
Included among the benefits were: reduction in percentage of 
occupational disease, accident frequency , absenteeism, com-
pensation insurance premium, and labor turnover. The average 
per capita cost of maintaining these programs were: $3.41 for 
industrial hygiene programs; $3.34 for safety programs; and 
2 $5.17 for plant medical programs. 
The Blue Cross hospitalization plan, a system of 
free group hospitalization insurance, was established some 
ten years ago with subsidies from the .Julius Rosenwald Fund. 
There are now seventy-seven Blue Cross plans having a member-
ship of about ll,OOO,ooo. The 2,500 participating hospitals 
1. "Industrial Health Practices,ur National Association of 
Manufacturers, October 1941, p. 17. 
2. Ibid., p. 16. 
determine their own services and fees, varying from fifty 
cents to eighty cents a month for individuals, one dollar 
to two dollars for families. The National War Labor Board 
ruled in March 1943 that employer hospitalization insurance 
payments were deductible for income tax purposes, and were 
not to be considered a wage increase. Though Blue Cross is 
keeping an eye on the Wagner Bill hospitalization provisions, 
it believes hospitalization can be provided more satisfacto-
. . 1 
rily by private enterprise. 
The National Association of-Manufacturers recently 
endorsed the establishment of a dismissal wage to be paid 
when workers were discharged from war production, but did 
not make it clear whether it favors legislation or merely 
voluntary action by employers. Edwin Witte, consultant to 
the Social Security Board, says that in order to give equal 
treatment to all workers in all industries, "the dismissal 
compensation must be compulsory," 2 and that the fund should 
be set up now on a contributory basis. In order to ~ave a 
plan of this type of much avail, it should follow the worker 
after discharge as well • 
. Elmo Roper says the demands of our people for old 
age pens~ons, unemployment insurance, shorter hours, vaca-
1. Business Week, "No Pay Increases," No. 723, July 10, 1943. 
2. Witte, "Postwar Social Security," p. 271. 
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tions with pay, and the like, are auxiliary demands; "to most 
of our people the very basis of social security is the right 
1 
to work continuously." 
M. A. Linton, president of the Provident Mutual Life 
Insurance Company of Philadelphia, believes that "the labor of 
men and women rather than money will provide real social secu-
2 
rity." He goes on to show that if Government provides social 
security, it will cost about seven hours a week, or 15 to 20 
per cent of our payrolls. Do we want social security enough 
to pay the price on those terms? 
Full employment wil l do much to eliminate the need 
for organized social security but unless we provide reasonably 
adequate social security protection, we may be faced with dic-
tatorship and chaos. 
(2) Plans offered ~ Government 
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Social welfare, the alleviation of insecurity through 
governmental administration, has been considered the great 
American Promise. 3 As a means of eliminating the cause of in-
security which contributes to the economic distress in our 
American economic life, there wa s passed the Social Security 
1. Roper, "The Public Looks at Labor Unions," p. 425. 
2. Commercial and Financial Chronicle, "Social Security Can Be 
Secured But Only Through Labor," Vol. 157, No. 4176, 
May 13, 1943, p. 1777. 
3. Willigan and O'Connor, "Social Order," p. 473· 
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Act in 1935 and its Amendment in 1939. 
The Act provides for Federal assistance to unemploy-
ables, the needy aged, blind, and dependent children; for old-
age and survivors insurance; and for unemployment compensation. 
In the case of the needy, proof of need must be furnished, 
while in the latter two cases no such proof is necessary. This 
program of cooperative action of state and Federal governments 
gives assistance to millions of wage and salary workers in the 
United States. 
When a wage earner reaches sixty-five he is entitled, 
if he wishes to stop working, to a monthly benefit based on 
his past salary. Employers and employees have contributed 
equally through taxes on the payroll to a fund f r om which these 
benefits are paid. Under provision of the 1939 Amendment, not 
only the wage-earner but also his wife, if she is sixty-five, 
and dependent children .receive benefits; and in case of death 
of the breadwinner, the wife, dependent children and dependent 
parents may receive monthly or lump-sum benefits. 
The contribution made by employer and employee is 
determined by the salary (1% at present), and is levied on the 
first $3,000 of wages paid to any employee during a calendar 
year. 
"Employers deduct each worker's tax from 
his pay and turn it in quarterly to the 
collector of internal revenue with an 
equal tax of their own. At the same 
time they turn in a report which shows 
each worker's wage a£d the amount of 
the worker's taxes." 
Of course, the higher the wages up to $3,000, the 
greater will be the primary benefit. On this point the Act 
has been criticize.d, for those who receive the lowest wages 
are likely to be the ones most in need when they reach sixty-
five years of age, because of past deprivations. 
Not all wage earners came under this provision of 
the Social Security Act. To receive benefits the· wage earner 
must have been employed in a "covered" job, that is, one of 
those on which a tax was payable from his wages, and included 
work in a factory . or mill, mine, office, store, shop, or 
other place of industry or business, construction work, res-
taurant or cafeteria, and commercial fisheries. Since 1939 
workers in banks or building-and-loan associations and work-
ers on American ships are "covered." No provision is made 
for those employed as domestic servants in a private home, 
agricultural laborers on the farm, newsboys under eighteen, 
employment by city, state or Federal government, or by non-
prof'it institutions (charitable, religious, educational, 
scientific, or literary). Not only is the farm laborer not 
covered, but neither is the farmer. Small merchants, those 
1. "A Handbook on Federal Old-Age and Survivors Insurance as 
provided in The Social Security Act," Social Security 
Board, Washington, D. C. 1941, p. 3. 
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who make things to ·order and "public" repair men, in other words 
the self-employed, receive no consideration under the Act. Rail-
road employees are cared for under the Railroad Retirement Act 
of 1935. 
Yfuile the American people have always believed that 
old age should be protected against fear and want, it has now 
come to be a matter of concern for the entire country. All the 
states have joined with the United States Government in the pro-
gram of old age assistance. 
It was estimated that in 1940 about 7,500,000 adults 
in this country were over sixty-five, and figures of January 
15, 1940 show that only 1,912,356 individuals were receiving 
1 
old-age benefits. It is said that the Amendments to the Social 
Security Act in 1939 deny benefits to millions of workers who 
are required to pay old-age insurance taxes but who are not in 
"covered" employment. The many women in industry who will not 
remain long enough to become entitled to benefits in old age 
2 havegreatly increased this number of unprotected. This shows 
the extent to which the provisions of the Act are inadequate. 
The Social Security Act does not itself establish a 
system for unemployment compensation, but encourages the states 
to do so. All the states now have unemployment compensation 
1. Willigan and 0' Connor, "Social Order, 11 p. 463. 
2. Witte, Edwin E., "Befuddled Social Insurance Finances," 
The American Labor Legislation Review, Vol. XXXII 
No. 4, December 1942, p. 149~ 
laws. Provision was made in the Social Security Act that 
employers in states having the unemployment compensation laws 
would be allowed 90% on the Federal unemployment tax for con-
tributions made to the State fund. This really means that in 
a state which has a 3 per cent tax on payrolls, an employer 
pays 2.7 per cent for state tax and but .3 of 1 per cent to 
the Federal Government. The fund accumulated by the Federal 
Government is given to the states for administration of their 
laws, and not for any direct benefits or payments to the un-
employed. The State laws vary .in rate charged the employer, 
depending more or less on the amount of unemployment within 
the individual state; the duration of benefit payments; wait-
ing periods; and size of benefits. 
There are many provisions of the Social Security Act 
of 1935 and its Amendments of 1939, but those dealing with 
unemployment and old age benefits are most important to indus-
try and the economic conditions of the country. 
As social insurance now stands in the United States, 
it is administered by fifty-three distinct organizations: the 
Federal system of old-age and s~vivors insurance, the special 
program for railroad employees, and fifty-one state organiza-
tions offering unemployment benefits of varying size and 
duration. Proposals are now being made for adding to these 
benefits, insurance against temporary and permanent disability, 
hospitalization benefits, maternity benefits, and to extending 
the protection of social insurance to those classes of the 
gainfully occupied population which are not now covered. 
Several states, including Colorado, already have benefits for 
widowed mothers, actually taking full care of their children 
if so desired. 
There is agitation for a unification of the social 
insurance systems which would permit a single tax rate to be 
used by the employer, a single wage and benefit record to be 
made by the Government, and a single field office to be 
established to deal with the employee, thus giving an inte-
grated and intelligible relationship between the various 
insurance benefits provided.1 This would not mean central-
ized administration of benefits, but centralization of records 
and reports with administration of benefits decentralized to 
local communities. 
· If the funds throughout the country were pooled, 
there would not be the great danger of insolvency in some 
areas closing the defense plants, and workers and employers 
would have greater protection. Many workers during the war 
have been moving from state to state and will be qualified 
for only limited benefits, or may not qualify at all because 
1. Murray, Merrill G. and Freedman, Nathan, "Need of Unified 
Administration of Social · Insurance," American Labor 
Legislation Review, Vol. XXXII, No. 4, December 1942, 
pp. 153' 156. 
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the earnings are divided between the states. 1 A. J. Altmeyer, 
chairman of the Social Security Board, in his discussion of 
making the unemployment program a more effective instrument 
in the postwar period, asks how a state with a small contri-
bution rate, because of past good employment record, will 
begin to pay claims after the war to those who are moving 
away. He says that the fifty-one separate state funds having 
a total of $3 billion (December 1942) really pay benefits 
that are low compared with the contributions received. A 
national system has been set up for old-age insurance, and one 
is now being used in the Selective Service and wartime ration-
ing programs. Vfuy should it not work with the unemployment 
insurance? To him it is not a question of Federal or state 
administration, but of which will provide the most adequate 
insurance with least cost, to the greatest interest and the 
least inconvenience to the workers, the employers, and the 
Government. 
Vlhile social security was expanded in practically 
all countries during 1942, the only action taken in the United 
States was an Amendment. The Amendment offered by Senator 
Vanderberg maintained the tax rate for old-age contributions 
1. Altmeyer, A. J., "Unemployment Insurance As Part of a 
Unified National Social Insurance Program, 11 American 
Labor Legislation Review~ Vol. XXXII, No. 4, 
December 1942, pp. 176-1~1. 
158 
at 1 per cent rather than allowing an increase to 2 per cent 
as provided for in the Act. President Roosevelt opposed this 
reduction, for an increase in the tax rate would have meant 
non-inflationary financing of war expenditures.1 
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During the past year much has been heard of the 
"cradle to the graven Beveridge Plan of Social Security offered 
by Sir William Beveridge of Great Britain, and the proposals 
of the National Labor Relations Board, sometimes referred to 
as the American Beveridge Plan. The common objective of the 
two reports is freedom from want for the people of their respec-
2 
tive countries. The American plan is more far-reaching for 
it recommends measures which would practically guarantee full 
employment, while the Beveridge report assumes a reasonable 
amount of unemployment.3 
The Beveridge plan for social security is based on 
compulsory social insurance, national assistance, and volun-
tary insurance. The compulsory insurance provides that a 
national minimum, below which the social conscience should 
not allow anyone to fall, be given by the state when inter-
ruption of earnings would not permit individuals to maintain 
this level because of unemployment, disability including in-
dustrial accidents, maternity, and retirement. The scheme 
1. Witte, "Befuddled Social Insurance Finances," p. 149. 
2. Amidon, "The NRPB and Beveridge Reports." 
3. Brown, "The Future Economic Policy of the United States," 
p. 24. 
makes grants for marriages, funerals, widowhood, and training. 
Voluntary insurance would provide for needs above the minimum; 
and national ass;i.stance v.o uld care for those who will not or 
cannot conform to the compulsory insurance plan. In the case 
of those who neglect their responsibility as citizens, penal 
measures are provided. 
The plan assumes that the State will pay an allow-
ance out of the National Exchequer to a responsible parent 
for every child after the first if the parent is employed, and 
for every child if the parent is unemployed. The proposal is 
based on the principle that the welfare of the children of a 
nation is the joint responsibility of parents and State, in a 
country which pays wages in accordance with value of the serv-
-ices rendered, rather than in accordance to size of family. 
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Leo Harmel, a leader in the industrial world of France for over 
fifty years, established in his woolen factory in Val de Bois, 
in 1891 what was known as a "family supplement to wages." This 
was established "on the _Principle that a family was entitled 
1 to an income out of industry sufficient for its needs." It 
was doubtless the forerunner of what we now call "family allow-
ances." 
Another assumption is that the State will provide a 
national health ser vice which will give every individual com-
1. Bennett, J., "Christianity in the Factory-4" Catholic 
Digest, Vol. 7, No. 7, May 1943, p . 4j. 
plate, free medical care. A part of this cost would be met 
from contributions collected under the social insurance 
scheme. 
The State should provide an economic policy that 
will prevent mass unemployment, and yet recognizes that there 
may be periods of depressions and prosperity, and some unem-
ployment due to seasonal characteristics. 
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It should be stressed that i n detail, the Beveridge 
Report keeps the gap as wide as possible between those employed 
and those receiving benefits in order to safeguard the incen-
tives to work, and the responsibilities of the citizen.l 
The American plan of the National Resources Planning 
Board follows very closely the scheme outlined by Sir William 
Beveridge. Realizing that far too small a part of our popu-
lation is covered by the existing Social Security Act, the new 
proposals attempt to strengthen and extend the benefits to be 
derived. 
Recommendations are for extending coverage to em-
ployees of small firms and non-profit organizations. It is 
usually those who are most insecure under present-day condi-
tions, the agricultural workers and domestic servants, em-
ployees of small establishments and casual workers, who are 
excluded from protection. The Board recommends covering the 
1. Brown, op. cit., pp. 27-29 . 
risk of disability arising from accident or sicl"..ness. At 
present, for the estimated 125,000 men and women disabled by 
accident or sickness each year, t here is no provision except 
in case of industrial accident or occupational disease. 1 
The NRPB program is not a "cradle to the grave 11 
security program such as the Beveridge Report, for it makes 
no grant on the birth of an infant, no allowance for number 
of children, except on the means test basis, gives no mar-
riage benefits or funeral grants. The Board realizes that 
something should be done regarding a health program but does 
not make specific recommendations. "Besides China and India, 
the United States is the only major country in the world that 
does not have a major health insurance law. 112 Organj_zed la-
bor, women's clubs, and farmers' organizations have shown 
much interest in a compulsory insurance law, but the general 
public has shown little concern. Men of the medical profes-
sion are fighting this relentlessly as meaning merely "aspi-
rin for everything," just as we now hear of the sulfa drugs 
for everything. .It is doubtful if such a law is very near. 
~fuen the American people realize the large number 
who were rejected for physical reasons in the draft, they 
should manifest more concern about providing assistance to 
1. Stewart, Maxwells., rrThe Backlog of Social Security," 
Survey Graphic, Vol. XXXII, No. 5, May 1943, p. 193. 
2. Witte, "Postwar Social Security," p. 274. 
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the many sufrering rrom curable but preventable diseases 
largely because or lack or sufficient real income to secure 
medical care. 
Ir the question is asked whether we can afrord an 
expanded social security program, Maxwell Stewart has the 
answer, and one that is to the benerit of our economy. He 
says that a broadened social security program may be justi-
fied as "an indispensable weapon for stabilizing business 
1 prosperity and a high level of production." Social secu-
rity is a means of applying part or the money received from 
the able, wealthy, secure part of the American public to the 
needs of the unfortunate and insecure part of the population. 
When business is slow in a period of depression, more social 
security payments put into circulation will have the effect 
of orrsetting deflation. Studies of the NRPB show that fami-
lies having incomes up to $1,250 or even as high as $1,500, 
spend every cent on the necessities of life. The aggregate 
social security payments to some eight and a half million 
aged, orphans, widows, sick and unemployed would cause an 
enormous increase in purchasing power to flow into the mar-
ket and create that effective demand so necessary for full 
production and full employment. 
1. Stewart, op. cit., p. 218. 
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Since the present proposals call for a drastic in-
crease in payroll taxes with only a small increase in bene-
fits, this financing wotud tend to destroy the stabilizing 
influence the program should have. A social security program 
carefully planned will not restrict initiative and the sense 
of responsibility; it will not only aid in abolishing the fear 
of want, but can assist in stabilizing business.1 
(3) Re.connnendations of Encyclicals 
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Security of the workingman rests on the sanctity of 
private property. There should be more and more privately 
owned property if our economic system is to remain secure. Se-
curity against unemployment, sickness, accident, old age and 
death must be accepted as a social responsibility of industry 
jointly with society. Distribution of the burden should be de-
termined by council and agreement between employers and employ-
ees, property owners and wage earners, and through the regula-
tion of Government as a promoter of the common good. 
Industry can provide security by the payment of a sav-
ing wage, a living wage for the present and a balance for fut-
ure use against unemployment, sickness, old age, and death. It 
is not to be. imagined that those engaged in production are for-
bidden to increase their fortunes in a lawful and just manner; 
1. Ibid., PP• 218-9. 
"indeed, it is just that he who renders 
service to society and develops its 
wealth should himself have his propor-
tionate share of the increased public 
riches, provided always that he re-
spects the laws of God and the rights 
of his neighbor, and uses his property 
in accord with faith and right reason. ul 
This concentration of economic domination and immense 
power in the hands of a few who are frequently not the owners 
is an important factor making for insecurity. Unless the var-
ious classes of industrial labor, the skilled and unskilled, 
balance their demands for income, the skilled class obtains its 
higher wages at the expense of the poorly paid, in terms of ex-
cessive prices. 
To bring about social and economic security the Holy 
Fathers, through their Encyclicals, recommend that as many peo-
ple as possible .become property owners. This accomplishment 
165 
alone would bring far-reaching results: more equitable distri-
bution of wealth, a greater abundance of the fruits of the earth, 
and an increase of wealth in the community·. Men would cling to 
the country in which they were born, to the country which af-
fords to them the means of a decent and happy life.2 
Beginnings toward greater security are found in the 
legislative enactments, public policy, and in the profit-sharing 
policies of private enterprise. 
1. Pius XI. Pope, 'Quadragesimo Anno," p. 39. 
2. Leo XIII, Pope,_ "Rerum Novarum," p. 27. 
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3. Natural Resources 
The third of the factors of production, land, is 
the source of the food supply and of the raw materials for 
production. It embraces not only mere land, but lakes, rivers, 
character of soil, amount of rainfall, mineral deposits, water, 
power, and a host of other features having a determining ef-
fect on the character of occupation and type of industry in 
a particular region. 
The ample supply of natural resources in our country 
is very important for the problem of effecting a production 
that will balance the demand for goods. Meeting adequately 
the relatively inexhaustible consumers' wants, the satisfac-
tion of human desires, is a matter of social or ganization, a 
matter of proper use of our natural resources. 
a. Balanced ~ Q! Resources ~ Long-~ Adj,ustment Problem 
fQt Individual Enterprises. 
Full use of resources does not necessarily mean a 
balanced use, for the employment of manpower to do useless · 
things does not deserve the name of "utilization" and amounts 
to empty motions. Much of the loafing on the job experienced 
in the WPA projects was due to the realization by the men that 
what they were doing was non-wealth producing. Many, too, of 
those who secured employment under the WPA were not used to 
that type of work; they had not been trained to dig or shovel 
heavy dirt. There is a proper technique for that work, just 
as there is for work as a typist, and doubtless many were ex-
hausted before the day was far spent. Perhaps those who ·. 
criticized could have done much less. Self-liquidating and 
non-self liquidating uses of our resources must be balanced. 
If a country were using its resotirces to the optimum, there 
would be only that unemployment of men and machines neces-
sitated by seasonal production, transfer from one activity to 
another, and similar causes. 
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Now "balanced" use exists when resources are flowing 
into the proper channels in just such amounts that the real 
income of the nation could not be raised by the transfer of 
any portion to another use. If men are employed in the rais-
ing of cotton who would be better employed in manufacture of 
rayon or the raising of wheat and potatoes, we do not have a 
balanced use of our resources. In 1932 there was a lack of 
balance between use of men and resources engaged in agricul-
ture and those engaged in manufacture. In 1929 and in 1939, 
there was a better ratio and yet not the proper balance. 
There may be balanced use, giving a high national income, 
even though an economy may be operating at 50 per cent capaci-
ty. A balanced use of resources within an individual enter-
1 
prise becomes a long-term adjustment problem. 
1. Means, "Basic Structural Characteristics and the Problem 
of Full Employment, 11 pp. 4.:..5. 
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b. Efficient ~ £f Resources ~ Short-term Problem 
There are evidences of failure to use resources ef-
fectively resulting in waste of natural resources, and of 
failure to use the best known technology. If we use more of 
any na tural resource than is necessary to make a particular 
thing, or get less out of a resource than is practicable, we 
have inefficient use in our economy. It is within the power 
of the enterprise to put a control over efficiency. Legal 
regulations can hamper or increase efficiency in the use of 
our natural resources. The placing of efficiency experts in 
industry is an attempt to secure .greater efficiency in the 
use of natural resou~ces. Efficient use of resources is a 
much shorter run adjustment than is that of balanced use. 1 
Sad to relate, in some industries where efficiency 
experts have been installed, management failed to cons:ki er 
man, the greatest of our American resources. Man has been 
made a slave to the machine he operates. Production has been 
increased for the period, but the long-run efficiency of man 
has been neglected. 
Balanced use and efficient use of natural resources 
have their place, but when individuals, communities, and 
nations are starving, shall we leave millions of acres of land 
1. Ibid • , p. 5. 
unused simply because they are less productive per acre than 
those of a neighboring community or state? Herbert Hoover 
does not think so. 
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Over a period of seven years, between the harvests 
of 1932 and 1939, through Government restrictions the acreage 
in 17 leading crops harvested was reduced by 47,000,000 acres. 
By 1942 we had recovered only 9,ooo,ooo acres. If we are go-
ing to assist in feeding the nations of the world both during 
the war and until the countries are able to feed themselves, 
we must put all the lost acreage back under cultivation. Dur-
ing the seventeen months America was engaged in the first 
World War prices of food rose 17.9 per cent. In the seven-
teen months since Pearl Harbor, the Government says that food 
prices have risen 24.3 per cent. Housewives say they have 
risen 35 per cent. Hoover maintains that the present price 
system is stifling production and it is not stopping inflation. 
Subsidies will not stop inflation; they are only delaying it. 
"Maximum production is the only road that 
leads to the defeat of inflation, to de-
crease of hardship in the homes, to assured 
supporting of our Allies, and to peace for 
mankind • "I · 
That maximum production may not bring about a condi-
tion in which more is produced than can be sold or used, there 
should be careful choice of things to be raised. Putting more 
1. Hoover, "The Food Front," p. 528 • . 
• 
purchasing power into the hands of labor will bring about 
an assurance that goods produced will be taken from the 
market. 
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The representatives of 44 nations met at Hot Springs, 
Virginia, May 18-June 3, to discuss problems of food and agri-
culture, and the long-range problems for raising standards of 
nutrition throughout the world. Better nutrition means better 
farming for in many cases those foods which give bet t er diets 
and health are produced by methods best calculated to maintain 
productivity of the soil, and thus increase and make more 
stable the returns to the producer. Emphasis must be placed 
on production of foods containing first-class protein and 
other protective qualities necessary to good health. It is 
t hought that some sections of the country which are now unpro-
ductive could be used for some of these foods. We must have 
1 
foods which maintain energy and satisfy hunger. 
Many of the industrial strikers forget that the 
farmers could starve out the nation in a few weeks' time should 
they go on strike. Each of us is dependent upon thousands or 
millions of other s. In the past we have ravished our timber-
land, mined our coal, pumped out oil, all without regard to 
1. Federal Reserve Bulletin, uThe United Nations Conference 
on Food and Agriculture," Vol. 29, No. 7, July 1943, 
PP• 609-12. 
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the effect on the future. Let us then use our natural re-
sources efficiently, but so as to meet the "whole, new, world-
wide demand for increased recognition of the common good and 
general welfare, 111 one of the great social benefits to come 
out of this war. 
4. Managemen~ 
The profession of management is considered so im-
portant and good managers are in such demand that colleges 
and universities are offering courses in management. It has 
now become an applied science. Since it is the job of man-
agement to bring capital and labor together productively, 
efficient management must mean efficient production. It means 
careful specialization and division of labor, making possible 
the great savings of. mass production. It means careful rout-
ing of raw materials and prompt disposal of the finished prod-
uct. It means rapid and efficient transportation systems. 
Management, or the entrepreneur, is called by some writers the 
fourth factor of production. 
a. Efficient management responsible ~ output of~ 
enterprise 
Management makes the decisions as to what commodi-
ties to produce and how to combine capital, land, and labor 
1. Quinn, Theodore, "Hell Bent for Regimented Danger," 
Printers' Ink, Vol. 203, No. 6, t~y 7, 1943. 
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in their production. The manager decides to what degree labor-
saving machinery will replace manual labor, and assigns the 
laborers to one task or another according to abilities. ~~n­
agement is responsible not only to capital, the owners or in-
vestor; and to labor, the employees; but to the market, the 
consumer; to industry, of which the particular business is a 
part; and to society in general, for economic and social 
advancement. 1 
Efficient management discharges its stewardship to 
the investor by the creation and maintenance of a capital 
structure that will lend itself to expansion and stand up under 
impact of depression, by producing a financial result that will 
assure additional venture capital, by striving for profits that 
will give stability to the enterprise without exploiting con-
sumer or employee, by a dividend policy that makes adequate 
returns from earnings and yet maintains financial and operating 
strength for the enterprise. 
To the employee, efficient management must seek to 
provide maximum income, based on regularity of employment and 
consistent with the wage rate in the community; increased pro-
duction and employment; maximum safe and healthful working 
eonditons; cooperation with regard to provision against hazards 
1. "The Profession of Management," National Association of 
Manufacturers, New York, 1942, p. 5. · 
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of death, old age, sickness and disability; means of inter-
exchange of ideas and suggestions for efficiency or change of 
method; and recognition of right of employe·e to join a·ny labor 
union. 
Efficient management benefits itself while benefit-
ing the consumer by increasing the value of products the con-
sumer wants as reflected in price and quality; use of research 
facilities in creating new products and improving quality of 
those already on the market; intelligent use of profits and 
savings for modernizing plant and equipment; and elimination 
1 
of economic wastes in productive and distributive processes. 
Efficient management is at work to reduce distribu-
tion costs at Hibbard, Spencer, Bartlett and Company, a large 
w:1olesale hardware house. Operations there may east the die 
for almost any business that distributes and sells anything 
over a retail counter, and especially for small businesses. 
Hibbard's carries a stock of 52,000 items, but after 
the war it plans to cut this figure by 60 or 65 per cent. 
Analysis has shown that with 30 or 35 per cent of its usual 
number of items, it can maintain 85 per cent of the company's 
past business. Merchandising men are now working on reduction 
of the number of sizes carried, as 4, 6, 8 and 10 penny nails · 
1. "Declaration of Principles Relating to the Conduct of 
American Industry," pp. 20-2. 
instead of every size. This will save cost of distribution, 
through performing fewer operations. It is true that this 
standardization may work an inconvenience to the customers 
who need repair parts, but for most items it seems that some 
adjustment can be made. Perhaps after the many replies, 
"Sorry , it is not being made for the duration, 11 the customer 
will be thankf"ul to be able to get !!1Y size. 
They will sell merchandise in economic quantities, 
in carefully balanced assortments, thus saving packing charges. 
The use of a different size package for the fastest selling 
hammers has increased their sales and meant 60 per cent less 
employees in the packing rooms. Mail order and chain store . 
organizations have built their businesses on stocks of fewer 
items, fewer varieties, shapes, sizes, colors and patterns 
than many independent merchants. To compete with them, 
smaller businesses must use their methods. Hibbard believes 
that if independent retailers will stop following uneconomic 
customs, they can prosper with any known type of retail oper-
1 
ation. 
Currently, many magazine articles are claiming that 
the Government could not have accomplished this miraculous 
1. Whitmore, Eugene 2 "Profit Planning for the Small Business " American Bus~ness, Vol. 13, No. 6, June 1943, pp. 13-i6. 
output for war had not private enterprises been staffed with 
efficient managers, managers having vision, courage, skill, 
experience, energy, initiative and leadership. 
b. Entitled to ~ for services 
With the growth of big business, . the one-man owner 
does not have the necessary capital and often lacks the abil-
ity ·to manage efficiently the factors of production. 
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But the importance of management in making a smooth-
running organization is not always recognized until one views 
how badly modern machinery is treated · in some of the newly 
industrialized countries. Valuable machines are left idle be-
cause of' lack of supplies and transportation and even factory 
discipline. 1 Waste in resources, both human and material, 
increases the costs of production and distribution; and the 
larger the organization the more labor it seems to waste. 
If scientific management does its part in supplying 
what men want, wh~n they want ~t, and in the best and cheapest 
way, then it, together with shareholders, laborers, and consum-
ers, is entitled to a share of the returns from the product, 
to a reasonable pay for its services. 
Superiority in the field of management is considered 
as important as inventive skill to America's industrial pre-
eminence. 
1. Cronin, "Economics and Society," p. 9. 
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c. Trends in management 
The trend in management is definitely toward a great-
er consideration of the working man, whether exercised by pri-
vate enterprise or Government. Employer-employee cooperation 
means more contented workers, more efficient workers, and a 
better understanding of the problems of both parties. It helps 
to eliminate class differences, making partners of all engaged 
in the enterprise. By it, that feeling of uncertainty that has 
pervaded the labor market is lessened. 
Some may contend that the discontented worker will 
do a better job because of discontent with his state. If it 
is possible to secure better human relations, no employer has 
a right to keep the laborer in subjection. If once in a while 
he would place himself beside his worker, he might realize the 
importance of our Lord 1 s vtords: _ "All things therefore what-
soever you would that men should do to you, do you also to 
them. ttl 
(1) Employer-employee partnership contracts 
"Management and labor are going to get al~ng better 
with each other in the future. 112 Thus speaks C. L. Huston, Jr., 
of Lukens Steel_Gompany, keen analyst of labor relations and 
member of an industry once famed for opposing labor unions. 
1. St. Matthew VII:l2. 
2. ·Huston, c. L., Jr., "What's Ahead in Industrial Relations?" 
American Business, Vol. 13, No. 6, June 1943, p. 20. 
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Many employers have found partnership contracts with their em-
ployees to be not only ethically sound, but conducive to the 
efficient and economical operation of their businesses. 
From modest pre-war beginnings of labor-management 
committees in progressive plants, the number has grown to near-
ly 2,500 such committees in war plants from the Atlantic to the 
Pacific. 
Wherever possible the wage contract should be modi-
fied by a contract of partnership in which the employer will 
grant to labor a share in the profits, 1 management, or owner-
ship of industry. Both produce the social wealth; should they · 
not share the wealth produced? 
Techniques vary from mutual collaboration between 
workers and management, to profit sharing and guarantee of 
position and wage security. Many firms give workers some or 
. . 
even equal representation on the board of directors. Proposed 
changes in policy may be submitted to workers for discussion 
and debate. Those firms emphasizing the profit-sharing plan, 
divide profits in excess of a certain amount between share-
holders and workers. Bonuses, gifts, pension systems, sub-
sidized recreational facilities, and company-financed model 
housing are other features of profit-sharing plans. Over-
production of annual quota may be paid for at overtime rates. 
Emphasis on security takes the form of a definite annual wage 
1. Pius XI, "Quadragesimo Anno,'' p. 19. 
178 
or a certain number o~ weeks of employment. 
The five factories of the Endicott-Johnson Corpora-
tion, employing 19,000 workers, embody most of these devices 
for combating labor inequality and insecurity. The Charles P. 
McCormick Company of Baltimore emphasizes the element of shar-
ing responsibility, in which the most important decisions are 
made by men in the ranks; suggestions being made by the "Junior 
Board" are usually passed on favorably by the senior board of 
directors. Hormel Packers and Nunn-Bush Shoe Company stress 
1 
regularity of employment. 
The experience of the Woodward Governor Company, 
2 
located at Roc~ord' Illinois, seventy-two years ago, may well 
be the blueprint of the industrial relations to follow the war. 
The company's attitude toward the workers is that toward a 
member of the company rather than toward an employee, and 
workers are never referred to as employees. Woodward's wants 
the best possible workers and believes that providing unusual, 
comfortable, healthful, safe, working conditions will attract 
desirable employees, keep them contented and proud of their 
work. Woodward's new building is windowless, air-conditioned, 
fluorescent lighted, acoustically treated, with terrazzo floors 
and tile walls in both machine shops and office. The sun room 
1. 
2. 
Cronin, "Economics and Society," pp. 229-231. 
V'.Jhitmorei "A Bigger Share in Management for Every Worker," 
pp. 6-23. 
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is provided with ultra violet ray lamps where workers, from 
janitors to officers, may have weekly treatments. Music is 
furnished twice daily during working hours. Vitamin tablets 
are provided free. Wages are higher than those paid for simi-
lar jobs in the community; . and it must be a family or even a 
saving wage, for borrowing from loan sharks brings discharge 
from the company. 
Even during the war the company is employing 1400 
men and is maintaining its same policies. In the seventy-
two years, the company has failed to pay dividends only three 
years. Woodward believes that labor unions are unnecessary 
where management and employees are honest with each other. 
Alfred Sloan of General Motors and others have ex-
panded their public-relations activities beyond the point 
required for short-term self-interest, in an endeavor to 
shoulder the social responsibility commensurate with their 
social power. 11 'Management,' said Mr. Sloan recently, 'must 
contemplate the effect of its policies on the community at 
large as measured by such factors as security of employment, 
1 purchasing power, and the like--and plan accordingly.' 11 
Employer-employee partnership contracts make the 
wage earner in some sort a property owner, and, as Monsignor 
Sheen of Catholic University in Washington has so many times 
1. The U. s. in the New World, Part III: The Domestic 
Economy, "The Dismal Decade," p. 3· 
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said, "The only way to make labor responsible is to give it 
1 
some capital to defend·'' Labor-management cooperation has 
potentialities that place it on a par with the abolition of 
slavery and the right of women to vote. Real industrial co-
- 2 
operation is more than an abstraction. 
(2) Environmental planning £I private enterprise 
Environmental planning by private enterprise is a 
new program of cooperative planning of mutually beneficial 
action, without resorting to legislation. Heretofore, the 
planners have felt they had but two areas in which to work 
--the subjective and legislative. This is a movement to 
prevent environmental planning by Government, for which a 
bill has already been placed in Congress. 
The program carried on by private enterprise faces 
many of the evils which existed in the capitalistic system_ 
before the war. Why should environmental planning be in the 
hands of private enterprise? 
First: The motive of environmental planning should 
be to adjust private profits to general welfare. The planners 
realize that this means a scientific, impersonal objectivity 
in approaching the problem, and sufficient disinterestedness 
1. 
2. 
Sheen, Fulton J'.,. uThe Middle Path,n Catholic Digest, 
Vol. 7, No. o, April 1943, p. 10. 
Robbins, E. C., "Management-Labor Cooperation," Harvard 
Business Review, Vol. XXI, No. 4, Summer Number 1943, 
P• 423. 
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to adjust p~rsonal welfare to the common good. 
Second: The--plan recognizes that there is nothing 
cyclical about needs and wants, that they grow with the curve 
of population growth, and one might say with the rise in the 
standard of living. 
Third: Full employment is the effect, not the cause, 
of continuous application of sufficient buying power to absorb 
full production. · Full employment can be solved by high con-
sumption economy. 
Fourth: All persons for whom planning is done must 
be represented by their ablest and most objective leaders. 
The technique for this environmental planning in-
volves several steps. Set up a committee for postwar plan-
ning to obtain the five vital objectives of our economic life: 
full ·and continuous postwar employment; greater production of 
better products for less money with higher wages; adequate 
and profitable distribution of products and services of full 
employment; unity between local management, labor and agricul-
ture; preparation of plans to avoid serious depres.sions. 
Research should be conducted to find out what kind 
of community, economy, and nation the "commonn man really 
wants; to discover and eliminate as far as possible wastes 
and inefficiencies; to find out what material, machinery, man-
power and m?ney resources have been used in the past. The 
research should be followed by analysis and synthesis of the 
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findings. Then comes the organization and mobilization of 
materials, machinery, money and manpower for cooperative 
action, and the education and training of personnel connected 
with the actions to be taken from the. top of industry down 
1 
through every strata of the economy. 
(3) Control ~ Government 
"We must not return to the inequities, insecurity, 
2 
and fears of the past," stated President Roosevelt in his 
message to Congress on March 10, 1943. 
It is a commonplace that the postwar period will 
see more Government in business. Bureaucratic regulation 
of trade and industry has been rapidly increasing since 1932. 
During the war the Government has been telling people what 
to do and what not to do. At the close of the war it is 
going to be in a position to continue. . 3 Governor Dewey of 
New York has said that whoever holds the purse wields the 
power. 
The taxation program now being exercised by Govern-
ment is high and progressive enough to prevent large-scale 
1. Hood, Arthur A., "Shall Industry or Bureaucracy Plan .Our 
Economic Development?" Vital Speeches, Vol. IX, No. 14, 
pp. 427-433-
2. The Commercial and Financial Chronicle, "President Offers 
Congress Postwar Program and Security, Work and Relief 
System," Vol. 157, No. 4160, March 18, 1943, p. 1032. 
3. Dewey, Thomas E., "The Essence of America," Vital Speeches, 
Vol. IX, No. 14, !my 1, 1943, p. 436. 
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business from ever standing on its own feet again. The Gov-
ernment's plans to provide extensive employment on public 
enterprises and to participate in a large-scale reconstruc-
tion program in foreign countries, thus stimulating export 
trade of foodstuffs, raw materials and manufactured goods, 
cannot but control the industries of our nation. Maintenance 
of rationing and price control for some time after fighting 
ceases is deemed necessary for safeguarding the postwar period 
a gainst run-away inflation. Rationing and price control will 
have an adverse effect on the ability of private industry to 
absor b returning soldiers and war workers. 
Huge deficit spending is looked upon by some econo-
mists as a means of mitigating an immediate postwar slump and 
of furnishing a permanent device for regulating the nation's 
economic life. Nationalization or municipalization of utili-
ties, insurance, and mines, is but a short way from complete 
control of labor and capital markets and government initiative 
in domestic and foreign enterprise. These are the character-
1 istics of State Socialism. 
. 2 
Senator Albert Hawkes of New York , referring to 
Government's controlling interest in business, says that we 
have had a taste of Government in partnership with business 
1. 
2. 
Schumpeter, "Capitalism in the Postwar World," in Postwar 
Economic Problems, pp. 120-5. 
Hawkes, Senator Albert W., "A Prac t ical Postwar Program," 
Na~ion's Business, Vol. 31, No. 8, August 1943, p. 42. 
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and find the flavor is vastly different from that of the free 
initiative system which has given America the greatest pro-
ductive capacity ~n the world and the highest standard of liv-
ing. And Paul G. Hoffman, chairman of the Committee for Eco-
nomic Development, says that creating jobs for the postwar 
per iod is the work of individual concerns, not for the United 
States Government. 
"There is nobody living, nor any organiza-
tion smart enough to make general overhead 
plans for the nation's many thousands of 
manufacturing enterprises of every size 
u.L 
• • • • 
Senator Hawkes is not alone in his statement that we 
have the highest standard of living. The Congress of American 
Industry says that our constitutional representative govern-
ment, free enterprise, civil and religious liberty are the 
fundamentals that have brought about the development of our 
human and natural resources, resulting in "the highest stand-
. 2 
ard of living in all the world." But have we the highest 
standard of living? If so, there is still much to be done 
for the one third of our population which is b~low a satis-
factory standard. Certainly the standard of living for these 
millions must be raised before we as a nation can do much 
boasting. 
1 . Nichols, G. A., "United States Business Sticks Neck Out on 
Post-war Job Challenge," Printers' Ink , Vol. 203, No. 4, 
April 23, 1943, P• 52. 
2. "Declaration of Principles Relating to the Conduct of 
American Industry," p. 1. 
C. High Consumption Economy Creates Effective Demand 
for High Production 
Satisfaction of human wants is the primary end of 
economic production. Production exists for profits only sec-
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ondarily. From this it follows that man's right to a living 
wage, such as will permit him to satisfy human wants, is prior 
to the right of return on investment. The maintenance of a 
high consumption economy in the postwar period is a problem for 
cooperation of individuals, business, and Government, and will 
depend on consumer demand, business demand, and foreign demand. 
1. Consumer Demand 
The demand of the individual consumer is going to be 
an effective demand, a desire for a co~nodity plus the pur-
chasing power with which to procure it. The consumer will ask 
for both nondurable and durable goods. In the nondurable 
goods demand will be found apparel, food and nonluxury goods; 
in the durable goods demand such items as homes, automobiles, 
radios, household appliances, and home modernization. Vmen a 
hundred years ago the wants of the average person was approxi-
mately 52, there were 16 of these that were considered neces-
sities. Prior to the present war, man's wants numbered 484 on 
the average; of these 94 were considered necessities. 1 
1. New England Letter, 11The Motivating Force of Progress," 
The First National Bank of Boston, December 31, 1943, 
p. 3 • . 
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Professor Paul Samuelson,l Assistant Professor of 
Economics at Massachusetts Institute of Technology, says that 
anyone knowing our existing standard of living cannot doubt 
that the want patterns of modern society are not going to be 
satisfied with even a do~bling or quadrupling of output, so 
there should be no lack of employment because ~here is nothing 
more to ·do. 
Professor Richard Bissell, also of M. I. T., places 
residential construction as one of the greatest demands by 
individuals. Not only has there been curtailment of construc-
tion during the war, but we entered the war with an inherited 
housing shortage. Between 1930 and 1940, in spite of new con-
struction and the remodeling of many single houses into multi-
ple dwellings, Professor Bissell says that there was an in-
crease of over a million families "housed in backs of ~tores, 
shacks, fruit sheds, adobe huts, tents, dugouts,"2and other 
unsatisfactory types of shelter. 
It is estimated that since February 1, 1942 about 
3,200,000 cars have been junked, with scrapping continuing at 
the rate of about 110,000 a month. 3 Probably 5 million cars · 
now in use are over ten years old. 
1. Samuelson, "Full Employment After the War," p. 30. 
2. Bissell, "Postwar Private Investing and Public Spending," 
p. 103. 
3. New England Letter, "General Conditions," December 31, 1943, 
p. 1. 
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This gives but a glance of' postwar consumer demand. 
a. PurchaSing power available 
CD = PP + WB Consumer demand equals purchasing 
power plus willingness to buy. 
0 The basic problem will be the maintenance of' con-
sumer purchasing power."1 "Steady expansion o:f consumer's pur-
chasing power must be solved • n2 • • There is agreement o:f 
opinion that purchasing power in the hands o:f individuals is 
a basic :factor in the problem o:f :full employment by private 
enterprise in the postwar period. What are some o:f the sources 
of purchasing power? 
(1) Savings accumulated during World W~r !! 
Consumer purchasing power exists in the savings ac-
counts, checking accounts, and cash in circulation. Using 
1939 as 100 per cent, the money in circulation at the close 
o:f 1943 was about 310 per cent. Banks have paid out to depos-
itors in the last two years $10 billion in hand-to-hand cur-
rency, more than doubling the amount in circulation. This has 
been due in part to increased industrial activity, and increase 
in national income, but also to large payrolls, inclination o:f 
1. Cherne, "Distribution .and Purchasing Power," p. 78. 
2. Colm, Gerhard, "Washington's Fiscal Policy: .. Its War and 
Postwar Aims," Fortune, Vol. XXVI, No. 4, October 1942, 
p. 158. 
people to carry more pocket money for day-to-day needs, move-
ment of labor from locality to locality, and a general feeling 
of unrest leading some to hold accumulated savings in the form 
of currency.1 
(2) Funds ~ ~ redemption 
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Individuals not wishing to hold bonds to redemption 
date may sell them to banks or to individuals desiring to save. 
Of the total Public Debt outstanding, $166 billion (December 31, 
1943), approximately $27 billion is in the form of war savings 
bonds. 2 Since these securities are predominately owned by 
individuals, a large number of whom are in the lower or middle 
income groups, and since "about two thirds of the consumer 
expenditures are made by people in the $1,000 to $5,000 income 
bracket,"3 it is very reasonable to judge that many securities 
will be redeemed within two to five years after the war. 
(3) Current high wages 
Add to the accumulated savings of the war period and 
the funds from bond redemption, the current high wages, and 
one can easily see sufficient purchasing power to create an 
effective demand. It is believed that the National Income which 
is rising from month to month can be maintained at about $120 to. 
1. The Monthly Business Review, "Currency in Circulation," pp. 2-3. 
2. ----------, "Public Debt," p • . 3. 
3. Colm, op. cit., p. 157. 
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$135 billion in the future. The National Income rose :rrom 77 
billion in 1940 to 120 billion in 1942, arid in 1943 was approxi-
mately l46 ·billion, an increase of 69 billion over 1940.1 
Reduction of wages will be :fought if prices remain 
high; and in the views of many of the current speakers there is 
going to be a redistribution of profits in favor of the laborer, 
whether i.t comes from labor-management committees, the many 
prof'it-sharing plans, reduced prices without reduction of wages, 
or bonus and special awards. The :following statements give evi-
dence of the thinking of the day: 
"one of the many by-products of the present 
great national effort should be ~ new unity 
of purpose for the common good." 
"If private enterprise is wise enough, it 
will not fight expansion but will urge and 
cooperate to the fullest in setting up social 
good as the goal of all production and dis-
tribution."3 
"There is a whole, new, world-wide demand for 
increased recogni4ion of the common good and 
general welfare." _ 
" 
"Verily1 Jesus of Nazareth enunciated a funda-
mental principle of successful industrial re-
lations when He said, 'Whatsoever ye would 
that a man do unto you, do ye even so unto 
him.' n5 
1. The Valley Camp Cpal Company, Chart. 
2. Schram, Emil, n::rays Economic Sal vat ion Depends · on Abundant 
Production," Commercial and Financial Chronicle, Vol. 
157, No. 4176, May 1~, 1943. 
3. Cherne, op. cit., p. 79. 
4. Quinn, "Hell Bent for Regimented Danger," p. 38. 
5. Trained Men, "Developing Teamwork on Ancient Management 
Principle," Vol. XXIII, No. 3, May-June 1943, p. 3. 
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b. Willingness !2, buy 
(1) Pent-up demand 
There seems little doubt that there will be willing-
ness to buy, the other factor to complete the equation of con-
sum.er demand. 
McNair and Culliton, in their report for the Massa-
chusetts Committee on Post-War Adjustment, say, "Because of 
war privations there will be great willingness to buy consumer 
nondurable goods. 111 Certainly many of the 94 necessities, 
spoken of previously, will be nondurable goods. There will be 
a great increase in demand for clothing, shoes, jewelry, food, 
and all types of recreational facilities. 
The chief curtailment in consumer supply up to the 
first of April 1943 was in the durable goods group, especially 
passenger automobiles and related products, as automobile parts, 
gasoline and oil. As to the pent-up postwar demand for cars, 
Professor Samuelson2 warns against double counting. If a man 
has been without a new automobile for six years, he is not go-
ing to demand six cars to supply the deferred demand. This 
shows that although demand will increase with the length of the 
war, ' it will not increase in direct proportion. 
1. McNair and Culliton, "Business Planning Now for V Day, p. 8. 
2. Samuelson, "Full Employment After the War," pp. 52-3. 
Home fUrniture and furnishings, as rugs, draperies, 
linens, bedding, washing machines, electrical appliances, and 
radios, will be in great demand, not only for replacement in 
old homes but also as new equipment in the estimated 8 to 10 
million new homes to be built. 
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If goods are produced at a proper price people will 
spend the savings of the war period for durable and nondurable 
goods. "The desire for goods will be in the people's hearts 
and the money to buy will be in their hands."l These wants 
can be satisfied if industry is prepared to resume manufacture 
of peacetime goods; and why should industry hesitate to return 
to that work with which it is familiar when it sees what it 
has been able to do for war? 
{2) He-expansion of instalment credit 
President Roosevelt, 2 in his seven-point plan for 
victory, listed curtailment of instalment buying and the pay-
ment of debts. Instalment debts . should be very low at the 
close of the war if people have followed his advice. It is 
reasonable to assume that they have paid debts outstanding, 
while using a part of their wages for purchase of war stamps, 
bonds and other securities. 
Instalment buying means that people buy beyond their 
1. Hoffman, "Employment and Private Industry," p. 223. 
2. Roosevelt, "Self-Denial for Victory," p. 451 
ability to pay in cash, or at least beyond the amount of cash 
they wish to invest in one type of goods. Insta~ent buying 
applied to several purchases, creates a demand many times 
greater than is possible when goods are sold for immediate 
cash payment. 
Some people are tempted to buy if they can purchase 
on the instalment plan; others are tempted to purchase more, 
or better quality goods. With the re-expansion of instalment 
credit, there is certain to . be a great demand for durable 
consumer goods. 
2. Business Demand 
Business will create an even greater demand than 
will individuals for durable goods production. 
a. Inventorz replacements 
From the many industries which have been converted 
to production of commodities foreign to t~eir pre-war lines 
of business, there will come a demand for whole new inventory 
stocks. From the wholesale and retail, the large and the small 
businesses, the demand will be for stock to enlarge the greatly 
deflated inventories. Heavy inventory accumulation can pro-
ceed for a number of years without causing an unstable situa-
tion. 
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b. Construction1 private ~ public 
Construction is considered one of the biggest fields 
for absorbing the unemployed after the war. In the face of 
the enormous plant and equipment expansion, one might expect 
little construction in this line, but much will be necessary 
to offset depreciation and obsolescence. 
A comprehensive nationwide plan to rebuild America 
will develop her latent resources, develop productive power, 
raise the standard of living and increase the purchasing power. 
Increases of purchasing power in the hands of the masses will 
stimulate high consumption and production. 
"Each city and town should inventory its needs and 
requirements in the way of long-range, as well as immediate, 
community development~ 111 Cities and towns require drastic 
rebuilding programs. Some cities have blight and slum areas 
covering between one fourth and one half of the area within 
the city limits. These areas should be cleared, the land made 
available for business and industrial use, parking space and 
recreation grounds, with the greater part set aside for resi-
dential purposes. This, says Professor Hansen, can be under-
taken largely by private enterprise.2 
1. Clark, Frederick P., "Community organization -and Planning," 
New England War Bulletin Supplement, Post-War Supple-
ment No. 1, New England Council, Boston, January 1944, 
P• 9. , 
2. Hansen, "Four Outlets for Investment," p. 199. 
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OUr national transportation system should be devel-
oped. Improved inter-urban and inter-regional express high-
ways are needed with appropriate connections through and 
around great metropolitan centers. Adequate parking space and 
improved and modernized facilities for solving the problems of 
street congestion must be given attention. Intimately related 
to the urban development program are those for enlarging and 
integrating airways, railroads, canals, pipelines, and truck-
ing facilities. 
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River-valley and rural development, involving flood 
control, navigation, irrigation, drainage, soil conservation, 
and development of hydro-electric power, are projects making 
for a high consumption economy. Bills have been before Con-
gress for developments in the Columbia River Basin and in the 
Arkansas River Valley similar to those of the Tennessee Valley. 
Deferred public works and military preparedness are 
making their demands: new schools, courthouses, post offices, 
parks, playgrounds, improved harbors, and harbor facilities. 
c. Plant reconversion, expansion, etc. 
Plant reconversion and expansion will demand machin-
ery, raw materials, services, and time. As pointed out else-
where, there is more to the ·reconversion problem than paying 
off war contracts. Floors must be cleared and surplus stocks 
disposed of, and for this, men will be needed. New assembly 
lines, new plant layouts, -new intraplant transportation--all 
create effective demand. Demands for machinery, equipment, 
and raw materials in one industry have their repercussions in 
many other industries. 
d. Deferred maintenance, public ~private 
Industry has had neither time ~or money to make many 
of the necessary repairs. With the Government asking such a 
large share of the profits, and s.tockholders asking their share, 
not much remained for repairs and replacements. Shortage of 
manpower and materials has been a determining factor in the de-
cision to delay maintenance repairs. It was for the purpose 
of meeting specific deferred maintenance charges that W. Arnold 
Hosmer1 urged industry to invest in government bonds of short 
term, certificates of indebtedness and Tax Series C. Treasury 
Notes. 
Some of the items of deferred maintenance ~e new 
floors, roofs, repairs to roads and improvemen~ of grounds 
around the place of business, new trucks and parts, boilers, 
tanks, and heating equipment, plumbing and sanitary supplies, 
to mention but a few. It is the work of the Committee for 
Economic Development to make business realize these needs and 
to plan for meeting them in the immediate postwar period or 
1. Hosmer, "Funding Depreciation and Maintenance Reserves 
Under War Conditions," p. 378. 
the following prediction of Paul G. Hoffman, chairman of the 
Committee, may come true: 
"If following the war there is too much 
unemployment for too long a period, the 
United States government will begin ~ 
dictatorship, and I don't mean maybe."l 
Paul Hoffman does not offer this as a satisfactory 
solution for creating demand, but as a warning to private en-
terpriaers to do everything in their power to create a high 
demand for durable goods production. 
3. Foreign Demand 
Demands of the foreign countries are going to dupli-
cate those of our country, but will vary somewhat according to 
climate and the standard of living of the people. 
a. Necessities of life 
--
But the demands in foreign countries are so much 
more intensified becauae of the deprivation of the very neces-
sities of life, food, cl·othing, and shelter. Those in concen-
tration camps must be provided with food that will be health 
building. Herbert Hoover says that we must put every acre of 
the 47,000,000 withdrawn from production during the period 
1932-1939 back under production. 
1. Nichols, "United States Sticks Neck Out in Post-War Job 
Challenge," p. 50. 
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nMaximum production is the only road that 
leads to the defeat of inflation, to de-
creased hardship in the homes, to assured 
support of our Allies and to peace for 
mankind. 111 
Perhaps it is not so much maximum production as a 
well-balanced economy which we should have. Hoover believes 
that rationing shoUld be set to balance consumption to produc-
tion, should be applied to a smaller number of articles, and 
should be limited to the absolutely essential foods. 
We must assist the people of allied and conquered 
nations to become self~supporting as soon as possible, and 
beginning with health seems the surest way of accomplishing 
this. 
b. Construction goods 
Demand for construction goods for direct war damage 
replacement will be enormous. We fortunately have not expe-
rienced the necessity in this country and it seems reasonable 
to suppose that we shall not have direct war damage, but in 
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the foreign countries there will be need not only for cpnstruc-
tion goods from the ground up~ but also for machinery and equip-
men t for excavation and removal of debris. Management's Wash-
ington Letter, 2 in speaking of foreign demands, says that the 
1. Hoover, . nThe Food Front," p. 528. 
2. Nation's .Business, "Management's Washington Letter," Vol. 
31, - No. 8, August 1943, p • . l7. 
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biggest problem in war-torn countries will be in transport, 
equipment and industrial lines, fo~ bombardment destroys cities 
and breaks up distributing systems. 
c. Rehabilitation and relief 
1 Sir Stafford Cripps, British Minister of Aircraft 
Production, says that the first task to be tackled when the 
war is over will be the relief of the suffering peoples of 
Europe, and this, of cqurse, applies to other continents. 
For humanitarian reasons, our country can hardly 
avoid contributing medical supplies, food, and clothing that 
will be needed to care for the populations suffering from bun-
ger, sickness and cold. Building of homes and hospitals for 
shelter is a means to the end, to give relief from suffering, 
and to assist the individuals to return as rapidly as possible 
to health of body and mind. 
d. Business 
The demands of business in foreign markets will be 
largely a duplication of those of business here, but where war 
damage has been done--and where is the place that has not suf-
fered--we shall be asked to supply furniture, fixtures, and 
equipment on a tremendous scale. "Industries in war-torn coun-
tries will have to be rebuilt.n2 
1. 
2. 
Cripps, Sir Stafford, "The Problem of the Post-War World," 
Think, Vol. IX, No. 1, January 1943, p. 45. 
Crawford, "Free Compe ti ti ve Enterprise and the Common Man~" 
p. 21. 
There may be some who feel we should not help to 
industrialize the other countries, in the belief that it will 
limit or decrease our trade. The United States and Great 
Britain are excellent examples of the contrary. Even though 
the United States and Germany are the world's leading alche-
mists, it did not make Germany self-supporting during the war, 
and it is not going to make the United States so after the 
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war. We are using new materials for raw products formerly im-
ported, as nylon, synthetic rubber, compressed and reconstructed 
woods, plastics, artificial diamonds, and new high-power fuels. 
We shall still trade but our primary demands will be different. 
So, too, i f we help other countries to raise their standard of 
living, they are going to want more and different goods from 
us, and thus be a factor in creating a high consump tion econ-
omy. 
In discussing the consumer, business, and foreign 
demands, I have spoken especially of demands for materials, 
whether raw materials or manufactured, but these necessarily 
involve a demand for services all along the line of production 
and distribution, and for services of our men in foreign coun-
tries. Frederick Crawford, NAM president, says: 
"With vast pent-up demands, new world mar-
kets, astounding new research developments, 
with the engineering progress of the war 
period as a basis for the enterprise sys-
tem to function, the outlook is not drab 
but glowing, not discouraging but inspir-
ing to the best efforts.nl 
The greatest postwar ~conomic problem is undoubtedly 
the one of full employment of manpower. The boys returning 
to their homeland will create another demand, the demand for 
a right to work, that they may earn a living to provide a home 
for themselves and their loved ones, and live in comfort and 
security. ~~o is going to set the stage for full employment, 
the Governntent or private free enterprise? 
The private manufacturers, wholesalers, retailers, 
and farmers will be in a position to supply the market with 
goods the con,sumers want. Let Government operate in those 
areas where returns are uncertain, but private enterprise 
should be allowed freedom of production. Production "is the 
source of jobs for the workers, income for industry and reve-
nue for the Government."2 . 
If our resources and facilities are put to the full-
est use, and men of enterprise and vision are given the incen-
tive to embark upon risk-taking ventures, we may build a dy-
namic economy, with its accompaniment of economic and personal 
freedom. 
1. Ibid. 
2. New England Letter, "The Keystone of Freedom," June 30, 
1943, p. 3. 
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V. CONCLUSION 
A. Free Enterprise--~ Fi~th Freedom 
The Four Freedoms, advertised and propagandized to 
the four corners of the earth as the essence o~ Americanism 
and American philosophy, failed to include the real American 
freedom, that which has made our nation what it is and what 
it must be in the future if we are to exercise a world role 
in winning the peace. This freedom is freedom o~ individual 
enterprise, ~reedom of initiative, freedom to work in the 
occupation of one's own choice. Perhaps I should say that 
it has been the operation of free enterprise in a country of 
huge resources and great natural capacity that has made our 
country great. 
Nicholas Murray Butler, president of Columbia Uni-
versity, says that a definition of freedom which includes 
only the Four Freedoms of the !tlantic Charter is incomplete. 
To complete it, he adds the freedom of individual enterprise. 
In fact, he considers that the most important of all for it 
recognizes that 
"the individual human body, the individ-
ual human intellect, and the individual 
human soul are funda.men tal and the moving 
and guiding ~orces in any form of true 
civilization."l 
1. Butler, Nicholas Murray, "What Does Freedom Mean?" Vital · 
Speeches, Vol. IX, No. 23, September 15, 1943, p. 712. 
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No individual is a permanent member of any class 
or group; a newsboy in a railroad station may become the pres-
ident of that railroad, or even the President of the United 
States. In the field or production, the individual may come 
to wield great influence or authority. Free enterprise offers 
opportunity for individual progress. 
It is in our country that the first great experi-
ment of individual enterprise was started over a hundred and 
fifty years ago. It has been the secret of the unmatched 
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achievement of our American system. Six per cent of the world's 
land area and 7 per cent of its population have 32 per cent of 
the world's railway mileage, 58 per cent of the telephones, 
36 per cent of the developed water power, ard 76 per cent of 
the automobiles. 1 Expressed in other words, our country has 
a national income equal to the national income of 15 1mpor-
tant European countries which have 20 per cent of the world's 
population.2 This system of free enterprise has amazed the 
world in peacetime, made us secure in wartime, and is the only 
hope of a resumption of American progress in the postwar world. 
Should we not truly call free private enterprise the 
Fifth Freedom? 
1. Snyder, 9 Capi talism the Creator," p. 23. 
2. Crawford, "Free Competitive Enterprise and the Common Man," 
p. 18 • . 
1. Economic Freedom our American Heritage 
Wise individuals profit from the mistakes of others; 
wise nations should do likewise. Has any country, large or 
small, turned ita economic development over to government and 
come through a better country, happier, wealthier, and spirit-
ually better? We are fighting for ·a better America. 
Industry is planning for a better America in the 
postwar years, "an America of jobs and freedoms and opportu-
nity."l But it is going to build on the examples of ster-
ling courage, self-reliance, initiative and industry of our 
forefathers. The hardy pioneers Who came to America to ea-
cape the intolerance of governmental strait-jacket rule, which 
went beyond the legitimate bounds in curbing their individual 
and economic freedom, established a republic in which every 
man had the opportunity, if he had the courage, to tread the 
path to fame and fortune. The signers of the Declaration of 
Independence and of the Constitution were worthy descendants 
of our early settlers. They did not intend to establish a 
government "strong enough for everybody to lean on or rich 
enough for everybody to live on, n2 and .they gave no prete.nse 
of creating wealth and happiness by law. 
The source of our wealth and national power has 
1. Prentia, H. w., Jr., "Management's Job, 11 Vital Speeches, 
Vol. X, · No. 7, January 15, 1944, p • .. 201. 
2. Maxey, George w., "The Qualities of the Early Americans," 
Vital Speeches, Vol. X, No. 6, January 1, 1944, p. 171. 
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been the industry, enterprise and hardiness of mankind, and 
not legislative enactments. Eleven generations have passed 
since our forebears came to establish a nation where they 
could live in freedom of speech, of worship, a.nd of commerce. 
These freedoms were written into our Constitution. These 
generations have meant struggle; toil, discipline, self-denial, 
risk, thrift, hope and unconquerable faith. During this peri-
od our people have accumulated a vast wealth through zealous 
guarding of the right to produce and to enjoy the fruits of 
production. Today they do not wish and do not intend to turn 
over to the Government the ownership of the means of produc-
tion. 
Freedom of enterprise, today as in the past, means: 
-nfreedom of initiative, ·freedom to ·· work 
a little hard.er and longer than your 
neighbor does, and therefore to have a 
better home than he has; freedom to cut 
the lawn a little more often and have it 
look better; freedom to climb up above 
the level of the rest of the world and 
to build a better standard of living; 
freedom to raise your children with more 
advantages, give them a better education 
than you yourself had; in other words, 
freedom to rise in the world if you are 
willing to do the work to achieve that 
rise. ni 
In expressing his understanding of free enterprise, 
Fulton Lewis, Jr., does not hesitate to use the word "work." 
1. Le~vi s, Broadcast on "Four Freedoms," p. 1. 
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.. 
It is well to mention, however, that this freedom of enterprise 
has sometimes meant freedom to starve, to freeze, and to loaf 
if those at the top see fit to close the road, and starvation 
is not uncommon even in our day. All work has an inherent dig-
nity given it by God Himself. Did He not say to the first 
father of a family, "In the sweat of thy face thou shalt eat 
bread"?1 And the present Holy Father, Pius XII, in his Christ-
mas broadcast 1942, speaking of the fundamental right to work 
as an indispensable means toward the maintenance of family ~e, 
. 
says that the noble dignity and privilege of work is not in 
any way cheapened by the fatigue and the burden which have to 
be borne. 2 The free enterprise system offers an opportunity 
to work out one's salvation, as the pioneers of America worked 
out theirs. It prevents the creation of a new class of people 
who feel that the Government owes them a living. A nation 
which expects rights without responsibilities, jobs without 
work, freedom without effort, will soon have no rights, no 
jobs, no freedom, no country. 3 
OUr forefathers came here to obtain freedom of wor-
ship. The framers of the Declaration showed their faith in 
the providence of God when they wrote such words as these: 
1. Genesis 3:19 
2. Pius XII, Pope, ·"International Relations and Internal 
Order," Vital Speeches, Vol. IX, No. 7, January 15, 
1943, p. 201 • . 
3. Maxey, op. cit., p. 171·. 
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"And for the support of this Declaration 
with a firm reliance on the protection of 
Divine Providence we mutually pledge to 
each other our lives, our fortunes and 
our sacred honor. nl . 
This faith characterized Washington in his Farewell 
Address, "I . firmly beseech the Almighty to avert and mitigate 
the evils to which they (his errors in administration) may 
tend"; Abraham Lincoln in his Gettysburg Address, nthat this 
Nation under God, shall have a new birth of freedom"; and 
Francis Scott Key in the Star Spangled Banner, "Then conquer 
we must, when our cause it is just, and this be our motto: 
'In God is our Trust!'" The words and acts of General Mac-
Arthur show that he places God in all his plans. So, too, in-
dustry is making its pledge. The pledge of the Congress of 
American Industry reads: 
"The Congress of American Industry fur- · 
ther pledges that when, with God's help, 
the United Nations are victorious, in-
dustry will be ready to turn its skill 
and resourcefulness to the works of 
peace, to new wonders of production and 
plenty, which will provide employment 
for returning soldiers and sailors and 
all others, and enable the American peo-
ple to resume their historic upward 
march, spiritually and materially, as 
free men.n2 
L. E. Faulkner, vice president of the Mississippi 
Central Railroad Company, says that were he asked for a 
1. "Declaration of Independence." 
2. nv;ar Program of American Industry," p. 8. 
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formula for the postwar period, he would say that the all-
important thing is faith, the kind our forefathers had, in 
the protection of Divine Providence. He believes that mate-
rial prosperity is a by-product of spiritual prosperity. Al-
though connected with a railroad, and railroads have govern-
mental power to take one's land and to pay for it at govern-
ment fixed rates, he does not approve of government contro1. 1 
We must have faith in ourselves and in free institutions and 
"we can make America a land of opportunity for all its citi-
zens."2 
Free enterprise is permitted under our Constitution; 
for it our forefathers toiled, and for it now our boys are 
fighting. Monsignor Fulton J. Sheen says that when they come 
home, 
"every one of them will want a job and 
they will have a right to it whether they 
belong to a union or not • • • • Every 
one of them will want a just wage and the 
right to raise a family in comfort and 
decency.n3. 
And Fulton Lewis, Jr., says that our twelve million 
men are risking their lives on ten different fronts that they 
may enjoy 
1. Faulkner, "Post-War Thinking," p. 154. 
2. Tolley, William Pearson, "Education for Tomorrow," Think, 
Vol. IX, No. 11, November 1943, p. 9. 
3. Sheen, Fulton J., "The Middle Path," The Catholic Digest, 
Vol. 7, No. 6, May 1943, p. 11. 
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"the right to have a doorstep of their 
own right back here in their beloved 
United States of America after this war 
is over, with a wife and children that 1 they love behind that doorstep •••• " 
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They are fighting to preserve the inalienable rights 
given to us by our Constitution, and the freedoms and privi-
leges we know in the American way of life. 
Private enterprise can make possible the realiza-
tion of these aspirations for it can offer private ownership 
of property and a just wage. Unless we preserve our freedom 
of enterprise, the Four Freedoms and all other freedoms will 
disappear over night. Free enterprise is the right of every 
American. "Economic freedom is your heritage, men .of Ameri-
can industry.n2 
2. System of Free Entertrise in ·~ Postwar Period a Social 
and Econom~ecessi y · 
"If democracy is to be made effective, 
the .holders of economic power, whoever 
they may be, must be made responsible 
to the eommunity.n3 · 
Industry in the postwar period ·should be in the 
hands of private enterprise for several reasons: 
1. Free enterprise offers the greatest freedom 
to capital, labor, and consumer: to capital, that it may in-
·vest where it is most likely to succeed; to labor, that it 
1. Lewis, Broadcast on "Four Freedoms," p. 1. 
2. Hood, "Shall Industry or Bureaucracy Plan our Economic 
Development?" p. 433. 
3. Sheen, "The Middle Path," p. 11. 
r 
may choose its work; to the consumer, that he may choose 
what he will buy and what he will pay. The consumer is the 
person "whose interest is the true end of the whole (economic) 
process. 0 1 
2. Management is more efficient. In industry lead-
ership depends on business ability, not on national political 
skill, and it is certain that we cannot entrust our economic 
future to politicians. Carl Snyder asserts: 
"Private capitalism is superior to state 
capitalism in producing goods, arid there-
fore in promoting general well-being."2 
-
3. Industry is an "investor," not a "spender." 
Private enterprise is an organism which produces wealth and 
income, and furnishes employment. Government builds no fac-
tories, opens no stores, produces no goods and only a few 
services for sale. Government spends to provide temporary 
work; private enterprise spends dollars to keep meri working 
3 indefinitely. 
4. Private enterprise spends its own money; govern-
ment spends money of the taxpayers. Gover,nment has no money 
of its own. When a private corpo·ration is overburdened with 
debt it may go into bankruptcy, and the private stockholders 
lose. Vfuen a government has a debt too big to handle, it 
1. Ibid., p. 10. 
2. Snyder, "Capitalism the Creator," p. 25. 
3. Hanes, "Which Way to Postwar Jobs?" , p. 114~ 
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cannot go into bankruptcy. "It must extinguish the debt by 
the violent and destructive process of ini'lation."1 And in-
rlation means loss of savings of all people and the expropri-
ation of all private enterprise. 
5. Free enterprise stimulates initiative. Under 
the free enterprise system, the individual is permitted to 
exercise his initiative in any field of business he wishes, 
and he may. be relatively sure of receiving a reward commensu-
rate with the importance of the suggestion offered, the dis-
covery or invention made. 
"Freedom of enterprise is the keystone of 
_all freedoms as it provides opportunity 
for the individual to develop according to 
his capacity and to receive rewards ••• 
in accordance with his contribution to so-
ciety."2 
6. Reasonable competition permits fair profits to 
capitalists, just wages to labor, fair prices to the consumer, 
and fair salary to management. The trend is toward non~price 
competition, showing itself in advertising, service, and other 
attractions. 
"The kind of America most Americans want 
today ••• is one in which private enter-
prise flourishes, makes fair profits 
frankly and openly, and rewards its gen-
iuses with whatever they can readily 
earn."3 
1. Ibid., p. 115. 
2. New England Letter, "The Keystone of Freedom," p. 2. 
3. Roper, "The Public Looks at Labor Unions," p. _425. 
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7. Better human relations exist under the system of 
free enterprise than are possible under government ownership 
and control. Employer and employee can discuss and understand 
each other's problems, and work for improved social relations. 
In our country today there are close to 2,500 of the labor-
management committees functioning.l Under government regula-
tion, all persons become employees of the State, under condi-
tions laid down by it. 
nThere is a limited number of executives 
who because of unusual capacity for lead-
ership or through years of experimentation 
••• have come to believe that coopera-
tion is the solution of management-labor 
problems."2 
Free enterprise preserves the fundamental rights of 
man, the right to work in a job of his own choosing and the 
right to ownership of private property. Collective bargain-
ing by labor has now been written into the law of the land, 
and has been accepted by almost all employers as a big step 
toward economic and social equality of men. "Organized labor 
is one of the greatest construct! ve forces of OUJ."' country 
n3 
.. . . 
Private O\vnership of property, permi tted under pri-
vate enterprise, would be abolished under rigid government 
1. Chase, "Labor Management Committees Speed Production," 
P• 91. 
2. Robbins, "Management-Labor Cooperation," p. 416. 
3. Zaritsky, "Can Labor Prosper Under Free Enterprise," p. 42. 
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ownership. 
For the reasons listed above, it seems imperative 
that industry in the postwar period should be in the hands of 
free private enterprisers~ 
The private enterprise of the future will not be the 
same as that of the prewar days. And this view is held by 
many industrialists and economists. The president of the Na-
tional Association of Manufacturers says, "Gone are the reac-
tionary tendencies which once marked NAM's -releases."l 
Edwin Nourse, speaking before the Congress of Amer-
ican Industry, said: "if we would assure the future of private 
enterprise) - we must examine ••• its shortcomings in past ex-
perience. 11 2 He believes that business cannot afford to go 
back, that business leaders do not want to go back, and that 
the new policies and practices are imbued with a new sense of 
responsibility for the general welfare. Eric A. Johnston, 
president of the United States Chamber of Commerce, recently 
stated: "The epoch of dog-eat-dog is past, for labor and man-
agement alike.u3 According to Theodore Quinn,4 president of 
Maxon, Inc., we have come to a place in our development here 
and the world over where the good of' all is more vital than 
1. American -Business, "The March of Business," Vol. 14, No.1, 
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January 1944, p. 7. 
2. Nourse, "The Nature and Future of Private Enterprise," p. 13. 
3. Robbins, op. cit., p. 422. 
4. Quinn, "Hel~ B~nt f'or Regimented Danger, 11 p. 39. 
,. 
any selfish interest. 
The new practices and policies are bent on promot-
ing the maximum flow of wealth production and income enjoy-
ment for the whole people. Our postwar objective must be 
more and cheaper goods. Industry can produce so as to sell 
goods more cheaply if it will but pass on to the consumer the 
savings made possible by technology in the use of new tech-
niques, new products, and new raw materials. The salvation 
of the economic system rests on abundant production. In-
creased production will be absorbed if increased purchasing 
power is given to the masses. The greater the purchasing pow-
er, the greater the consumer demand; and the greater will be 
the employment of men to produce goods to meet that demand. 
Production is the only source of real jobs; it is 
the source of social and economic security for those who are 
able to work. Fostered by private enterprise, production can 
provide real jobs that are born of the aspirations and ambi-
tions of mankind. More production requires better teamwork 
between management and labor. Management's contribution will 
be better worldng condi tiona, hours and wages; labor's contri-
bution, increased output. William Green, American Federation 
of Labor president, says that 
"it is tragic that it should take a war 
to bring home the obvious truth that there 
is strength in unity."l 
1. Green, William, "Labor and Management," Vital Speeches, 
Vol. IX, No. 15, May 15, 1943, p. 452. 
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It is agreed that Government must maintain p'rice 
controls and rationing programs for the transition period fol-
lowing the war, but that she should withdraw from active par-
ticipation in business as soon as possible. If Government is 
to be an umpire, she cannot play in the game. 
Man is now sacrificing his standard of living, his 
health, his family, to return to a better America where the 
economic system is still free enterprise, but an improved 
free enterprise. It is this system of free enterprise which 
is an economic and social necessity in the postwar period. 
11VJha t a proud vaunt it will be for the 
American people, by nature inclined to 
grandiose undertakings and to liberality, 
if they untie the knotty and difficult 
social question by following the sure 
paths illuminated by the light of the 
Gospel and thus lay the basis of a hap-
pier agel"l 
1. Pius XII, Pope, "Sertium Laetitiae," (Encyclical to the 
American Hierarchy), The America Press, New York, 
pp. 20-1. 
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